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EDITOR’S NOTES
Upward Mobility of Women in Accounting
Through an unusual turn of events,
the first group to hear the contents
of the report of the AICPATask Force,
“Upward Mobility of Women in the
Accounting Profession,” turned out
to be women accountants — those
in the profession who are most af
fected by and most interested in the
findings of the study. The report was
reviewed by members of the AICPA’s
Task Forceatthe Joint Annual Meet
ing of AWSCPA/ASWA in New York
City this past September 17. Task
Force members participating in the
panel discussion were Kay Buckner,
Helen Farhat, Wells Guilmartin,
James Tinney, Samuel Vitkoski and
Brenda Acken, chairman.
We on the editorial staff of The
Woman CPA have been enthusiastic
about the work of the AICPA Task
Force on the upward mobility of
women in accounting and wereanx
ious to report the recommendations
enumerated by those committee mem
bers who appeared on the panel at
the Joint Annual Meeting. A sum
mary of those recommendations was
very meticulously prepared for pub
lication in the October issue of this
journal. Then things took an unex
pected course. We were asked to
submit the summary of the recom
mendations to an AICPA staff mem
ber for review and for approval for
publication.
The AICPA spokesperson asked
that we not publish the recommen
dations until after the report had
been considered by the AICPA
Board of Directors at its December
agenda meeting. We were very dis
appointed because we had thought
we would be able to include the
summary of the Task Force’s panel
discussion in the October issue. How
ever, we agreed that we would not
publish the recommendations in the
October issue and that, in return, the
AICPA staff member would tele
phone us just as soon as the board
met in December so the summary of
the recommendations could be in
2/The Woman CPA, January, 1988

eluded in this issue.
But, surprisingly, the AICPA
board’s approval of the recommen
dations was not forthcoming. When
the board met in December, it did
notapprovetheTask Force’s report.
According to the AICPA spokesper
son, changes in the recommenda
tions are expected before the report
will be approved. Thus, there is no
reason at this time to summarize the
recommendations that were dis
cussed by the committee members
during the JAM meeting.
Regardless of the wording of the
recommendations in the final report,
comments made by the Task Force
members during the JAM panel dis
cussion and in the question-andanswer period that followed give us
insight into the issue of the upward
mobility of women in accounting.
There is no doubt that the Task
Force members are knowledgeable
about the issue. For several years
they have studied the problem in
three ways. First, the committee re
viewed published articles about what
has been discussed and what has
been done concerning the upward
mobility of women in all segments of
the U.S. working population. Sec
ond, theTask Forceanalyzed statis
tical information; a primary source
of data on women in accounting was
the biennial research funded by the
AWSCPA/ASWA Educational Foun
dation. Thirdly, the committee held
panel discussions with CPAsaround
the country. Panels were selected to
represent all levels of the profession
— those entering the profession as
well as partners, officers in corpora
tions, and everywhere in between.
Panel members included represen
tatives of industry, government, and
education as well as sole practition
ers and members of large account
ing firms.
The comments on page 12 are
NOT the official position of the
AICPA or of the committee. It is
entirely possible that a comment

represents the opinion of one mem
ber only and that the majority of the
committee has an entirely different
view. Nevertheless, the comments
of individuals who have researched
and studied the issue do aid us in
understanding the issue.
Nodoubtthe reactionstotheTask
Force members’ comments will be
varied. That’s because we are prod
ucts of our different experiences
and environments.
Just because attention has been
focused on the problems in the up
ward mobility of women account
ants, I don’t believe that what is
expected of us is going to be any
less demanding. We must be careful
not to be lulled into thinking that
because the upward mobility of wom
en in accounting has been recog
nized as a class problem, we will
move up as a class. Classes don’t
move up; only individuals within a
class move up. You and I are still the
ones who must perform. You and I
are still the ones who must be the
best.
As I see it now, the great help that
will come to women from the recog
nition that a class problem exists is
in the conditioning that will be made
available to them in preparation for
the upward mobility race. In recent
years, 22-year-old men and women
accountants have lined up on the
threshold of a firm, have been given
the rules of the race, and have wait
ed, poised to hear “on your mark,
get set, go!” What has been admitted
by the accounting profession is that
if we haven’t been conditioned prop
erly to compete in the race, our
chances of winning are not very
good.
Conditioning for a race is not
easy. It takes commitment, self-dis
cipline, tenacity, and the ability to
put disappointment behind you. We
have to do things the coaches’ way.
We have to be willing to train accord
ing to their schedule. What we’re
asked to do is hard because most
women have had no previous condi
tioning. But, women accountants,
this conditioning is necessary if we
want to compete.
And then there’s the race. We have
to forget about the way the lanes
were assigned. We have to forget
about a false start that was permit
ted. We have to forget about another
(continued on page 12)

Outlook for the
Profession
Remarks by J. Michael Cook before the
AWSCPA-ASWA Joint Annual Meeting
The text of Mr. Cook’s presentation
was coordinated and edited by Dr. Ro
land L. Madison, Professor of Account
ing at John Carroll University. Madison
servesas Associate Editorfor The Wom
an CPA.

Good morning. As a sometime
New Yorker, I welcome you to the
Big Apple.
I appreciate the opportunity to be
with you. This is a busy week for all
of us as we have our AlCPA Centen
nial celebration starting tomorrow
and taking us through next week vir
tually nonstop with many profession
al events.
This is an anniversary for me and
for all of you, because I have fond
memories of ten years ago when I
was invited to address a joint annual
meeting (JAM) of these two groups
in San Francisco. I was there at the
invitation of one of your leaders,
Helen Adelman, whotaught me most
of what I know about accounting
and an awful lot of what I know
about professionalism and leader
ship and the qualities of caring about
people.
The San Francisco JAM meeting
was a special occasion for me. It was
also the first time I had attended an
AICPA annual meeting. I was a rela
tively new partner in Deloitte Has
kins & Sells at that time. Somethings
have changed for both of us in that
period of time. My hazy recollection
is that the group was much smaller
ten years ago. You should be very
proud of the growth in your organi
zations. The size of this convention
group today is a testimonial to the
success of your organizations.

Progress of Women
in the Profession
My topic ten yearsago was “Oppor

tunities for Women in Public Ac
counting.” Something I know is that
economists never like to be taken
back to their forecasts and reminded
of how inaccurate they have been.
Today, this occasion took me back
to reread the talk I gave and to give
some consideration to the forecasts
I made at that time. While I predicted
great opportunities for women in
public accounting and great change
for women in the profession, you
have far exceeded my greatest expec
tations. The unprecedented number
of women in leadership positions in
our profession today could not have
been predicted by anyone ten years
ago.
Between 1960 and 1980, the num
ber of women in the profession has
grown fourfold — from less than
10% in 1960 to more than 40% in
1980. That number has continued to
increase during the intervening
period. The survey that the AICPA
does every year indicates that fifty
percent of the 1987 accounting gradu
ates entering the profession will be
women. That is twice the number of
ten years ago.
We also do a survey of the major
accounting firms (firms employing
25 or more people). The purpose of
this survey is to find out about the
increases in the number of women
actually in public accounting. That
survey tells us that the number has
increased five-fold between the
years 1976 and 1986. The number of
women partners in those firms in
creased eight-fold during that period

of time. That attests to your prog
ress in a leadership role.
In my own firm, Deloitte, Haskins
& Sells, the percentage of women
has doubled during the last ten
years. During this period of time,
women have moved very rapidly into
the management ranks of ourorgan
ization. Ten years ago, about 2% of
our managers, the level just below
the partners in ourfirm, were women.
Today, that figure is approximately
25%, and the number of the women
partners in our firm ten years ago
was one; today, 40% of our partners
are women. I think relative to our
firm size, perhaps that is the largest
percentage of women partners in
any major accounting firm today
and I am very proud of this.
I am delighted with the changes
that have taken place during a rela
tively short period of time. I look
back at this ten-year period with a
bit of trepidation of those predic
tions and I am surprised how things
have turned out. The quantitative
and, more importantly, the qualita
tive participation of women in the
accounting profession today isatan
all-time high. I think that is a very
positive step forward for all of us.
As chairman of the AICPA, I have
had the opportunity to be associated
with Brenda Acken and to receive
interim reportsfrom her AICPA Com
mittee on the Upward Mobility of
Women in Accounting. It is interest
ing to note there are still issues here
for us to deal with, but I find those
much more acceptable and manag
able issues than the ones we have
dealt with over the last ten years. I
find it a positive challenge to deal
with issues such as dual careers,
family management, personal mobili
ty, child care, and issues of that type
versus the issues of discrimination
and a lack of equal opportunity that
we dealt with ten years ago. We have
all come a long way in this regard.
Brenda’s Committee will submit their
final report to us [the AICPA Board
of Directors] later this year, and
since you will have a panel discus
sion by the Upward Mobility Com
mittee during the course of this meet
ing, I will say no more about these
issues.

Competition
I will say a word about competi
tion as the subject-theme of your
The Woman CPA, January, 1988/3

program. Competition is a relevant
subject for alI of us. I, for one, would
hope that we focus our competition
in the right direction. I am notone in
favor of competition when it is men
versus women, or competition
among people from large firms ver
sus small firms and other forms of
internal competition. I think we all
would acknowledge that we should
minimize our internal competition
since we have all the competition we
can handle coming at us from other
directions. We hear commentsabout
things that are important to the pro
fession today. We are dealing with
competition from those who could
be opposed to changes including
those who are not prepared to sup
port us in taking meaningful steps
forward in our profession. I would
hope they would be in the minority.
We have more than enough com
petition, I can assure you, from those
who would like to regulate the ac
counting profession ratherthan play
an appropriate role in overseeing
our own efforts of self-regulation.
We also have those, some even in
Washington, D.C., who would prefer

that we not have a Code of Ethics or
Professional Rules of Conduct for
our members. Rather, they prefer we
practice in an “anything goes” mode
of “free competition.” Certainly, we
do not need that kind of competi
tion! I would hope we all may ac
knowledge thatthisexternal compe
tition is something we need to deal
with together.

Perhaps it would be a good time
for us to focus on the possible avoid
ance of this nonstop strenuous, inter
nal competition that has become a
part of our profession in recent
years. I am not here to suggest the
competition isgoing away orthat we
will not compete with each other in
our professional practices. Compe
tition isgood forall of us. It keeps us
on our toes and makes us perform
better. Competition makes us meet
the current standards and it elimi
nates complacency. Excessive com
petition, to the extent that it results
in the erosion of standards, is not in
our best interests. I would urge, in
discussing the topic of competition,
that we all need the proper balance
between the right levels of healthy
competition and the i I Is of excessive
competition.

Major Project Initiatives
During the Centennial Year

MATERNITY FASHIONS
Softly tailored suitdressing, classic suits, con
temporary sportswear, and elegant dresses for a
great image during pregnancy and afterwards.
Catalog with swatches and fit guide $3,
refundable with order. Visit our stores in:
Atlanta, Arlington Hts., IL, Baltimore, Boston, Charlotte,
NC, Chicago, Cleveland, Costa Mesa, CA, Dallas, Denver,
Fair Oaks Mall, VA, Fort Lauderdale, Harrisburg, PA,
West Hartford, CT, Houston, King of Prussia, PA,
Los Angeles, Minneapolis, New Orleans, New York,
Philadelphia, Pittsburgh, St. Louis, San Diego, San
Francisco, Stamford, CT, Stanford, CA, Washington,
D.C. Telephone 215-625-0151. 1309 Noble Street,

5th Floor, Dept. WO8A, Phila., PA. 19123.
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Talking about competition and
thingsthatare happening in the pro
fession brings us to two major initia
tives that we identified for action
during our Centennial year. The first
of those was the various activities
that we had in Washington, D.C., to
restore the credibility of the profes
sion in the eyes of the public. In this
purpose, the “public” is defined in
terms of the Congress of the United
States which has been examining
our performance these past two and
a half years and has had concerns
about whether we are meeting its
expectations and the expectations
of the broader general and financial
public.
The second major initiative and
activity is within the profession. That
is the initiative to restructure our
professional standards, our Code of
Ethics, in accordance with the recom
mendations of the Anderson Com
mittee. I would like to focus on those
two things with my remarks. I think
they are a bit of a “look-back,” but

they also give us a good look ahead
as to where the profession is going
in the near term and, perhaps, in the
long-term future as well.

Restoring Credibility
of the Profession:
Treadway Commission
Washington was our number one
focus. We have been involved in
extensive hearings and examina
tions since January 1985. We are in
ourthird year of being scrutinized in
Washington with respect to our per
formance. There are essentially two
forms of that concern and scrutiny.
One concern has to do with our
effectiveness in detecting and pre
venting fraudulent financial report
ing and the consequent losses to
our credibility and the dollar losses
to the public. The second concern is
the ability of the profession and, in
fact, the ability of financial state
ments to provide early warnings of
impending business disasters or busi
ness problems and to respond to the
all too frequent questions, “Where
were the auditors?” “How can we
have a clean opinion one day and six
weeks later the corporation is in
Chapter 11?” Obviously, the con
cern is about the inability of the
financial statements to predict the
future and to convey appropriate
messages about pending business
problems.
Therearetwo principal responses
we have made to these expectations
and concerns in Washington. The
first response is the work of the
Treadway Commission which I will
describe later. The second is the
work of our Auditing Standards
Board within the AICPA. A compre
hensive set of ten projects have
been developed under the heading
of dealing with the “Expectation
Gap.” These projects respond to the
needs of the public.
In July, I testified before Congress
man John Dingell’s Subcommittee
for the third time. He told me that it
was "cruel and unusual punishment”
to have to do that. That is why we
only have AICPA Chairmen for one
year. During the third appearance
before that group, I had the oppor
tunity todiscuss with them the recom
mendations of the Treadway Com
mission.
In our testimony before the Din
gell Subcommittee, we indicated gen

eral support for the recommenda
tions of the Treadway Commission.
We took significant exceptions with
two of their recommendations. I will
mention them, but I do not want to
overshadow the fact that their report
is very comprehensive. There are a
lot of very good recommendations
for all of us who participate in this
process, and we support the vast
majority of those recommendations.
Thus, when I point out a couple of
areas of disagreement, I don’t want
to leave you with the impression we
are not in general agreement with
their work.
They have one recommendation
that is important to us in the public
accounting profession. That is the
performance of nonaudit services.
We take exception to the recom
mendation that the advance approv
al by the Audit Committee of a com
pany be obtained for the perform
ance of such services.* We take
exception to this recommendation
and we acknowledge the sensitivity
of this issue.
The performance of nonaudit ser
vices is an issue that has been with
us a very long time. We have yet to
see a single instance, either in the
work of the Treadway Commission
ortheirpredecessor, the Cohen Com
mission, where performing nonaudit
services has led to fraudulent finan
cial reporting or the loss of inde
pendence on the part of the inde
pendent auditor. Yet, this issue con
tinues to be with us. It is a perception
problem and we have to work even
harder to prevent that perception
from becoming a reality. That is
something we are dealing with but,
nonetheless, we do disagree with
this recommendation which would
be a defacto prohibition on nonaudit
services in many cases. If audit com
mittees are required to approve
those services in advance (and they
are approving them rather than rati
fying the decisions of management)
then we believe in many instances
the solution to that will be just a pro
hibition. They will just prohibit the
firm that does the audit on financial
statements from also doing non
audit services for the organization.
We think that will be very unfortu
nate and, in fact, counterproductive.
We continue to believe, and I think
*Editor’s Note: This Posture is softened
very little in the Final Report (p. 44).

anyone who examines the situation
will agree with us, that the perform
ance of nonaudit services enhances
the quality of the audit. We do better
audits because we more thoroughly
understand the company’s internal
control system, or EDP system, or
inventory control system and so on.
The more understanding we have
and the more information we have,
for that purpose, the better quality
audit weare willing todo. If you take
us out of all these processes and
make us purely auditors in the sense
of dealing justice for the audit func
tion, I believethequality of theaudit
function will decline. That is why we
are opposed to this particular recom
mendation.
The second recommendation is
one that I identify closely with since
I was a member of our Auditing Stan
dards Board (Board) at one time. It
is a recommendation that we change
dramatically the makeup of our
Board and reduce its size substan
tially. We have 21 members on the
Board today. The Treadway recom
mendation would take that number
down to 8-12 members and have only
half of that smaller number from the
public accounting profession —
people who are involved in the prac
tice of auditing. Actually, they would
like us to have eight members, four
of whom would be from the profes
sion but not auditors by training or
occupation. Interestingly enough, in
1986 we just increased the size of
the Auditing Standards Board. This
shows we are not going in the same
direction as the Commission had in
mind. We increased it from 15 to 21
because we felt we needed more
resources; we needed to restore the
participation of all the large firms on
the Auditing Standards Board. That
participation was somewhat limited
when the Board was 15 members.
Obviously, we have gone in the oppo
site direction and we think that is the
right direction for us.
Our concern with the Treadway
recommendation is that it just won’t
work. The Board will notfunction as
effectively; it is not the FASB. We are
not outside of the public accounting
profession setting standards. We are
setting rules of conduct and proce
dure for our own people. We believe
a smaller non-representative board
will just not work. The loss of re
sources would be dramatic and the
loss of acceptance of the end prod

uct would be dramatic.
One of the major concerns we
have is that we are setting standards
for all auditors. We are not just set
ting standards for audits of public
companies. We have to set stan
dards that have credibility for firms
of all sizes and audits of entities of
all sizes. Since all sizes are included,
cost-benefit considerations are very
important in this process. Accord
ingly, the idea to shrink the Board
and to shrink the number of people
participating, in my view, would
make it very difficult for us to truly
represent a broad constituenty of
CPAs who are actually participating
in the audit process across the coun
try. As I say, we [the AICPA] will do
our best to be responsive, but we’ll
have a difficult time with that recom
mendation in its present form.*
Again, we have general support for
the report but some concern about a
few of the specific recommenda
tions.

Auditing Standards Board
Responds to Expectation Gap
Now we turn to the work of the
Auditing Standards Board and the
ten projects they had issued for pub
lic comment. I believe they will be
adopting most of those projects by
the end of the year. They have dealt
with a number of important subjects
in addressing this so-called “expec
tation gap.” The “expectation gap”
is defined in different ways. To me, it
means the gap between what the
public wants and expects, errone
ously perhaps, to receive from the
profession and from financial state
ments versus what we are in fact
able to deliver and the level of re
sponsibility that we are actually tak
ing today for the services we per
form.
The work of the Auditing Stan
dards Board is essentially in three
areas. One area is communications.
They are proposing to revise the
Auditor’s Standard Report for the
first time in forty years. That is a
pretty monumental change for us.
This is the first major change that
will be made in an effort to commun
icate more effectively what an audit
is, and what it is not, and the degree
*Editor’s Note: The Final Report did
recommend the ASB be reduced to 812 members (p. 61).
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of assurance we are giving with
respect to the financial statements
being reported on.
Therearealso, inthisgroupof ten
projects, proposals on reporting to
audit committees and reporting on
internal control. I think these are
positive steps for the profession.
The Board deals with audit effec
tiveness, risk assessment, evaluation
of judgments, estimates, and analyti
cal review. They deal with the guid
ance that we have issued with re
spect to the responsibility for detect
ing fraud, recognizing that it needs
to be tightened up, and that it needs
to be made more clear what our
responsibilities are or what they are
not.
The Board also has a couple of
projects that address the question of
“early warning.” Further disclosure
of going concern problems, and the
additional participation of the incom
ing auditor in management ’s finan
cial discussion and analysis, is one
place we hope to do greater expo
sure of risks and uncertainties and
communicate more about where a
business is going and what the impli
cations are for an investment.

Washington Scene:
Further Observations
Having told you about all these
projects, I guess the obvious ques
tion is: “Where are you with John
Dingell, who has been scrutinizing
the profession, and where are you
with Ron Wyden, one of John Din
gell’s associates on the Oversight
Subcommittee?”
We really had about a two-year
period, starting in 1985, when we
were pretty much on the defensive.
We were in a position of responding
to things that were happening in
Washington. This year [1987], we
took a different approach. We said
that when we got past the storm of
the 1986 Congressional session with
out the enactment of legislation, we
were going to take a pro-active
stance in Washington. We were go
ing to demonstrate that we are doing
the things in the private sector that
need to be done, and there is not a
need for greater government regula
tion of the accounting profession or
the financial reporting process. We
took that stance and that is the basis
we have been working on during the
past year.
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Again, the two key efforts have
been the Treadway Commission to
find out what the problems are and
develop recommendations to deal
with them and the Auditing Stan
dards Board where we said we are
going to take the initiative, fix the
standards, and strengthen the stan
dards where they need to be strength
ened. We don’t want somebody in
Washington writing those standards
for us.
The Subcommittee is developing
a legislative package for the seg
ments of the Treadway Commission
Report that cannot be dealt with in
the private sector. For example, the
SEC does not have the authority by
statute to impose fines on people or
to issue cease and desist orders. In
order to implement the recommen
dations of the Treadway Commis
sion in that area, there will be the
need for legislation and our objec
tive here is very simple. We do not
want to be a part of that legislation.
We do not want issues relating to the
private sector, such as our peer
review process or the structure of
the Auditing Standards Board, to ap
pear in that legislative packet. I think
it is reasonable to assume that we
will be able to achieve that effect.
Congressman Dingell would like
to have our support for legislation
that will come forward to implement
the Treadway Commission recom
mendations, and he recognizes in
the world of Washington that our
support will not be there if such leg
islation will include unreasonable or
unwarranted responsibilities or regu
lation for the profession. We will
demonstrate to him that he does not
need to deal with our issues in his
legislation, and we can support the
things he is going to be doing.
We have come a long way in Wash
ington during this three-year period.
We have made a lot of progress dur
ing the past year. We are near the
finish line. It is very important we
carry through on the implementa
tion of these Treadway recommen
dations as best we can and that we
finish the work of the Auditing Stan
dards Board as thoroughly and as
promptly as we can.

Progress Only in Crisis:
Reaction Instead of Action?
It is also important to me that we
learn a very significant lesson from

this that will help us in the future. We
have to learn to perform consistently
and not perform solely in response
to crises. We have an example here
of a situation that if we could take
out our crystal ball and look back
into it ten years and could see what
we know today, we would see almost
the identical things ten years ago
when the late Senator Metcalf and
Congressman Moss were examin
ing the profession.
Back then, we had the Cohen
Commission. We had concerns
about business failures also being
audit failures. These are many of the
same things we are getting today.
We got very excited about those
things and we did a lot of things in
the late 1970s to improve quality
controls, bring peer reviews into the
forefront, and establish the Divisions
for Firms. A real peak of activity was
followed by a very long valley of
inactivity.
I think the real challenge for us in
the future is to keep our eyes on the
ball without being solely in a re
sponse mode to pressures coming
to us from whatever source. I think
the really important lesson for us to
learn is that we have had two chan
ces. We will be successful again this
time in maintaining the appropriate
regulation within the profession, but
we will not have the opportunity to
do this again. Our lesson for the
future is to maintain a consistent
level of performance and come back
to the things that, perhaps when the
pressure isn’t there, need to be done
and do them because they are the
right things to do.

Roadblock from the FTC
One final issue emanates from
Washington that has a very dramatic
impact on our profession and is
probably one of the great ironies we
are dealing with today. We have a
situation where Congressman Din
gell, the Securities and Exchange
Commission, and others here in
Washington are after us all the time,
and rightly so, to improve our per
formance, to be independent, and to
have the highest ethical standards.
At the same time, not very many
miles away in Washington, we have
the Federal Trade Commission
(FTC), which has done everything in
its power, for as long as I can remem
ber, to cause us not to have any ethi

cal rules or have any standards of
conduct that would assure our inde
pendence. The culmination of those
FTC efforts is a report that was
issued to us in June 1987 by the staff
of the Federal Trade Commission.
They said this was our “last oppor
tunity” to settle with them at the staff
level before they would make recom
mendations to the Commission to
essentially eliminate our Code of
Ethics as being an unfair and unrea
sonable restraint of competition.
We have discussed that settlement
with our Board of Directors and our
Council. We will not accept their
proposal. Ourcurrent plan istofight
the FTC in court. We think the time
has come for us to draw the line and
say we are not going to step over
that line any further. We have a very
important plan ahead of us to re
structure our professional stan
dards. We cannot begin to deal with
the impact on that Plan of the recom
mendations of the Federal Trade
Commission. We would have to
scrap the entire Proposal to Restruc
ture. We would have a meaningless
Code with very little left to vote on.
We just don’t think the FTC’s pro
posal is the right answer for the pro
fession, so our leaders are inclined
to support the recommendation of
the Anderson Commission and do
what we believe is right.

Overview of the Plan
to Restructure
I would comment briefly on the
Anderson Commission Report. It con
tains very significant proposals to
modify our Code of Ethics and our
Standards of Performance. Very im
portant reasons exist for such major
changes. Essentially our present
Code has become a “Thou Shalt
Not” code. It is not positively stated.
It is a lot of rules and prohibitions
which we don’t think serve us well
on a continuing basis. Our Code is
very much decimated by actions we
were required to take in the late
1970s to avoid fighting the FTC in
court over issues such as advertis
ing and solicitation.
We also recognize that our com
petitive environment has changed
significantly. Today, we have to deal
with people from outside the profes
sion, such as competition with law
yers and with consultants of one
kind or another who, in many in

stances, are not governed by the
same code of ethics and the same
restrictions as members of our pro
fession would be governed. This is
not to say we are going to lower our
standards to the lowest common
denominator of all others, but we
have to be cognizant of those differ
ences and take them into account in
formulating our code of ethics.
This year, we are voting separ
ately in six areas because these
issues are somewhat separable and
different. One of these is the adop
tion of the restructured, positively
stated, goal-oriented Code of Ethics
for the profession. The second issue
is the adoption of the quality review
requirements, These are require
ments that the accounting and au
diting practices in all firms be sub
jected to quality review — peer re
views — but that term means the
wrong thing to people sometimes,
so we just called it “quality review.”
Other parts include a Restructured
Trial Board, mandatory CPE for all
members in public practice, and man
datory CPE for all the AICPA mem
bers who are not in public practice.
We think it is important for all per
sons who represent themselves as
members of the AICPA to have a
requirement for mandatory continu
ing education. The sixth item is the
adoption of a requirement that by
the year 2000, an individual would
have to have had 150 hours of edu
cation to be admitted as a member
of the AICPA.

The AICPA: An Organization
for Professionals
Last year, when coming into my
role as AICPA chairman, I thought
this year would be a crossroads of
the profession with respect to the
role of the AICPA. The AICPA should
be a member service organization.
Perhapsfor illustration, I liken ittoa
club where you pass a CPA exam as
your initiation and from that point
forward you pay your dues and re
ceive services from the organization.
That is essentially what the AICPA
is.
We have a very good club and we
have some very good members. We
provide some very good services.
That is essentially what we do. If
somebody asks you what it means to
be a member of the AICPA, your
answer can only be, “I paid my dues

and I do comply with the Code of
Ethics.” There are no quality stan
dards that apply to all members;
there are no educational standards
that apply to all members; there is
nothing that represents a justifiable
quality with respect to all of our
membership. Our belief is that we
should move to an organization that
stands for quality. That is an im
portant distinction we are seeking to
make with the adoption of these
changes in our professional stan
dards.
My view is that this is not an option
for us. My view is very simple. We
must do this! We must change the
character of the organization. There
is a lot of opposition to this change.
Many people feel it is inappropriate
for us to moderate quality. My view
is that if this is not done, we will have
regulatory void, and we will not be
able to demonstrate our own capa
bilities to regulate the performance
of the profession.
The 150-houreducational require
ment is one of the most controver
sial points in the program to restruc
ture. There are people who believe
this is the wrong direction for us to
be going in. The Council of the
AICPA has been on record in favor
of this position for many years and
yet very little progress has been
made. There are three or four states
today who have such a requirement.
It is time to step up and deal with it.
Do we need five years of education
for someone who is going to enter
the profession or not? If the mem
bers are not prepared to support it,
then it is time for us to step back
from those official positions and
recognize that the market place will
ultimately have to decide the appro
priateness of the education require
ment.
We will vote on these processes in
November and December. The out
come will be known early in 1988.
We will be able to have a much better
idea of the nature of the organiza
tion at that point. We will have gone
forward on the standards that will
apply to our membership.

AICPA Political Structure
Needs Evaluative Study
One final act I have as Chairman
of the AICPA is to put in motion a
study of the AICPA Structure and
Governance. We felt that every 100
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years or so it was time to take a look
at how this organization is put to
gether and what it is we are seeking
to accomplish and how effective we
are in accomplishing our purpose.
We have about as complex a struc
ture in the AICPA as is humanly
possible. We have sections, divi
sions, committees, executive com
mittees, standing committees, and
task forces. We have every possible
combination of organizations and
committees you can imagine. We
know what we have to take a look at
isthis proliferation of committees of
all different types that have grown
up over the years. It is time for us to
step back and say, “What are we try
ing to do here? How can we stream
line the organization?” That is es
sentially the structure side of this
analysis.
We are also going to study the
governance side. We had an unfor
tunateexperience thisyear when we
found that despite the fact that 61%
of our members favored a change,
we were unable to make a change
that was very important to the pro
fession. We think a two-thirds voting
requirement is not realistic for any
major organization today, particu
larly in a situation where every mem
ber votes on everything.
We now have a membership that
haschangeddramatically. Forexam
ple, over half of our members are not
in public practice. Collectively, our
members in industry, government,
and education make up over half of
the 250,000 members we have in the
AICPA and yet everybody votes on
everything. This may presenta prob
lem when we have proposals that
really relate only to people in public
practice and they are voted on by
the people that have no direct stake
in the outcome of those issues. Like
wise, I vote on such issues as wheth
er a member who is not in public
practice should be required to take
CPE. They think it is inappropriate
for me to be making that decision for
them just as I think it is inappro
priate for others to be making deci
sions in respect to public practice
when, in fact, they do not practice in
that environment. We are going to
look at that. The question is should
we have divisions or special interest
groups to deal with the needs of par
ticular components of the practice
and the particular components of
our membership for voting, gover
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nance, and all of those things.
The study is a top to bottom review
that I think we feel is a little bit
overdue. I would suggest you
[AWSCPA and ASWA] might also
think about this governance issue.
Every so often I think it is good for
organizations to step back. You have
some unique aspects. I am certainly
not going to say much more about
this, because all I can do is get into
trouble. I am sure that the unique
aspects of having a joint meeting of
two large organizations causes nu
merous overlaps with different is
sues to manage. I am not here to
suggest how any of them should be
resolved; however, I do urge you to
take time to step back and ask,
“What’s this al I about? Where are we
going to be ten years from now?
What do our members need and
what is the best way to respond to
those needs of those members?”
I assure you that if you have any
inclination to do this analysis, we at
the AICPA would be delighted to
share our experiences with you. We
areanxiousto help any organization
that might be moving in that same
direction because we are all inter
ested in being just as effective as we
can in serving the needs of the
accounting profession.

next 100 years.
As I look ahead, I see our profes
sion working very hard to maintain
public trust and to add credibility to
the financial reporting process. I see
us as being dynamic, growing, and
changing as a profession, but I also
see us continuing to play a very val
uable role in society.
In this conclusion, I wondered if I
ought to step out of home again,
having done so ten years ago at your
annual meeting. I hope I have not
stimulated your memories too much
to go back and see what I said then. I
don’t know whether I should make
any more predictions today about
what the role of women in account
ing might be like ten yearsfrom now,
but I might be safer if I do not do
that. The only thing that is certain is
that I would be far better off ten
years from now in my predictions
than I was today in looking back at
the predictions that were made ten
years ago.
I will tell you one thing with great
certainty. If you invite me to come
back again in ten years, I will be
delighted to do so. I am very honored
to have been your keynote speaker
in your program. Thank you very
much. Ω

Conclusion —
More Predictions?
The Centennial meeting begins
soon for many of us. I doubt that
there have been many years we [the
AICPA] have been any busier than
we have been this Centennial year. I
doubt there have been many years
in which we have made decisions
that will have a greater impact on the
long-term direction of our profes
sion. We are an organization that
wants to standforqualityand notbe
just a membership organization. We
are an organization that serves the
public interest and is prepared to be
counted as having the ability to dem
onstrate that meaning of public inter
est. I am proud of what we have done
and I am proud of the people I have
been associated with who have given
great efforts for the profession. I
think as accounting professionals,
we will look back at this year and
view it as a “milestone” year for us in
some respects. It is truly a culmina
tion of 100 years as a profession and
it is an exciting start for us on the

J. Michael Cook, CPA, is chairman
and chief executive officer of De
loitte Haskins & Sells. He served as
chairman of the American Institute
of CPAs in 1986-87.

Promoting Your
Professional Career
Through
Public Relations
Techniques for Accountants
By William J. Corbett

Knowledge of public relations tech
niques can helpyourcareeradvance
ment. The most successful people in
business and the professions use
PR to promote themselves and their
careers.
Making public speeches is cer
tainly a way to make yourself news
worthy. Whenever you make a
speech, always bring extra copies of
your speech with you and leave
them around for people to pick up
and use later for reference. If there
are members of the press in atten
dance, make sure they get copies in
advance of your talk so they can fol
low along and later avoid misquot
ing you. As a matter of fact, when
you are slated to give a speech,
invite your press friends to attend
the function at which you will be
speaking — it could lead to news
paper coverage for you.
There are many topics of current
interest about which CPAs can talk.
Tax planning, effects of the latest
changes in the tax laws, and per
sonal financial planning are all rele
vant subjects, as is anything to do
with business ethics, judging from
the current scandals we see coming
out of Wall Street. (The AICPA pro
duces year-end tax planning speech
es, and speeches supported by slides
and othervisualsfor use by members
during tax season.)
Offer yourself as a speaker to
community groups, service clubs

and other small organizations. You
could also volunteer to be a member
of your firm’s or state CPA society’s
speakers bureau. Volunteering to
speak can definitely bring you ex
posure. Once, several years ago,
while attending a meeting of the
International Public Relations Asso
ciation, the program chairman told
me that a major speaker had can
celled for the next morning. She
asked me if I could help her line up a
speaker, and I indicated that I would
help her out and do it myself. That
evening, I passed up a cocktail party
and a dinner, rented a typewrit
erfrom the hotel, and stayed up until
the weehoursofthemorning, knock
ing out a speech on international
public relations.
The next day, I appeared on a
panel along with Pierre Salinger, the
former press secretary to President
Kennedy and currently ABC News
Paris correspondent, and important
editorsfrom two major publications.
Appearance on that platform ele
vated my status, but the exposure to
some 800 important individuals in
the audience wasn’t where it ended.
I made sure that copies of my speech
and a press release that contained a
condensed version of my remarks
ended up in the press room at the
conference. Additionally, the Public
Relations Society of America pub
lished my speech as an article in its
monthly magazine, the Public Rela

tions Journal. This provided me with
an opportunity to order reprints of
the article and do a broad mailing to
people with whom the exposure
proved beneficial.
Writing articles for publication can
help elevate your status and increase
your visibility. Certainly, being pub
lished in a professional journal can
help your career advancement. In a
corporate setting, writing for corpo
rate magazines or newsletters can
also be helpful.
It takes real dedication to produce
quality speeches and articles. And
remember, work on these materials
is usually done on your own time,
not on your employer’s. It has been
my observation that most people
who get ahead in the early years
have real commitment and put in
over 60 hours a week. They make a
conscious choice to give up other
enjoyable activities to get ahead. I
have a friend in Japan who has a
family and a full-time job with a cor
poration, teaches college several
nights a week, produces a weekly
column for a business magzine and
is a prolific author of books. I asked
him how he does it all; his answer
was that he gets up at 5 o’clock every
morning, religiously, and from 5 to 7
a.m., he writes his column and works
on his books.
Don’t miss an opportunity to pro
mote yourself following a speaking
engagement or publication of an
article you authored. Merchandise
your materials; make copies of your
speech, get reprints of your article
and do mailings of this material.
Include copies of any favorable news
paper articles that report your re
marks.
One thing you should never do is
ask a reporter or an editor to send
you a clipping of the story. You are
expected to be a subscriber or a
reader. I recall one CPA who told me
that the story we distributed on him
appeared in his local paper. I asked
him to send me a clipping, and he
said he was told about thearticlebut
hadn’t seen it because he didn’t read
the local paper. He was going to call
the editor and have the editor send
me a clipping. I urged him not to.
Very likely, the editorwould be insult
ed that the CPA was not a sub
scriber. I suggested that if he expect
ed the editor to be running anything
about him in the future, he might do
well to take out a subscription and at
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least scan the paper occasionally.
Another aspect of public relations
is community service. Becoming in
volved in your community raises
your visibility and helps you to be
come a community leader, and in
turn, become someone whom the
newspapers will seek out for com
ment. In addition to the exposure,
volunteer activities can also help
you to learn and develop communi
cations, managementand leadership
skills. You meet new people, estab
lish business contacts, and work
with community leaders. Civic clubs
provide opportunities for involve
ment. A good idea is to volunteer to
be program chairman for your club
because the program chairman usu
ally is responsible for obtaining
speakers for club programs. Thus,
you can select those speakers with
whom you would like to become
acquainted. In addition, the program
chairman usually introduces the
speaker, which, if you can attract
important people, will align you with
the speaker and elevate you with
others in the group.

CAPITAL
AVAILABLE
$1,000,000
Min.
Will assist with financial
plan, for information call
Mr. ADAMS at WESTEX

714/964-2386
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Bring a Polaroid camera and ask
one of your friends to take a picture
of you with the speaker. Take sev
eral pictures if necessary to get a
good quality print. The photo you
want used should be captioned and
sent to local newspapers, which are
always hungry for local news. You
might also invite the president of the
group to be in the picture, but make
sure that you stand in the middle so

D

opportunity to promote
yourself following a
speaking engagement of
publication of an article
you authored.
thatthere is no chance of your being
cut out. When a group is lined up, try
to stand on the right since captions
are written from left to right. Your
name, then, would normally appear
first in the caption. To really ensure
that you won’t be cropped out on the
right-hand side, stick your arm into
the picture or gesture and have the
others in the picture look at you.
That way, you can’t be cropped out.
(If the editor tried to narrow the pic
ture, there would be an arm sticking
across the chest of the person in the
middle.)
Special events also generate pub
licity about you and your firm. You
can certainly become involved in an
anniversary celebration or an awards
presentation at a local school. Pre
senting even a $50 savings bond to a
student in a local elementary orhigh
school affords you an opportunity to
be on stage, listed in the program,
and usually mentioned in a local
paper. If you can do this in a special
ceremony as opposed to a ceremony
in which other individuals are giving
awards, it may merit special atten
tion by the local press.
You can also sponsor a speech by
a noted personality and capitalize
on the event by holding a small
dinner party prior to the presenta
tion for prominent people who would
like to meet the speaker. Then, invite
a small group for coffee or a night
cap after the speech to give you
further exposure and an opportunity
to be with important people. Spon

soring a seminar or briefing on an
important event is also a way of
attracting attention to you and your
firm.
Professional activities will also en
able you to generate news releases
aboutyour work. Any committees to
which you are appointed or meet
ings that you attend provide an op
portunity to do a release regarding
your attendance. Even CPE courses
provide an opportunity to do a
release highlighting youreducation
al achievement. Almostany meeting
that you attend will provide some
sort of a news opportunity for you.
There are more than ten thousand
radio and television stations plus
thousands of daily and weekly pa
pers throughout the country, and
they’re all interested in receiving
information about activities of local
interest. Local radio stations pro
vide news shows, talk shows, fea
ture shows and public service pro
gramming. If you are involved in an
event, be sure to send a public ser
vice announcement about the event
so it will run on the radio station’s
community calendar. Also, listen for
editorials and commentaries and if
you have an interest in the subject,
call the station, ask for a transcript
and ask for permission to tape an
editorial or commentary in reply.
Controversy makes news.
Local television also presents op
portunities. If you are in touch with
the local news directors of television
stations when tax laws are being
revised, they may be looking for a
local slant on a national story. If you
are in touch with them enough, they
might just call you to be the spokes
person for the accounting profes
sion. Don’t overlook talk shows and
other editorial and public service
announcements since these are effec
tive avenues for communicating via
television.
Cable television has lots of talk
shows, and if you are so inclined,
you can actually use the public ac
cess channel to produce your own
programs.
Establish a relationship with the
media. If a media representative tel
ephones you and you are not availa
ble, be sure you return the call.
Those who pay attention to the press
and work toward cultivating a good
relationship will have much better
coverage than those who wait for
luck to propel them.

Luck, however, may play a factor.
Some 30 years ago, when I was grad
uating from high school, I did a
press release to the Long Island
Press indicating that I had just re
ceived a scholarship to attend Ho
bart College in Geneva, New York.
My press release just happened to
cross the editor’s desk on the day he
was doing a story on teen-age gangs,
which were a problem in my home
community at that time. He called
me fora quote from a “good kid” and
asked me why I would not join a
gang. I told the reporter I was just
too busy with my church activities,
Hi-Y activities, involvement in De
Molay and schoolwork, plus a parttime job, to be bothered with a gang.
The Long Island Press came out the
next day with my picture on the front
page, and the headline read “Why I
Won’t Join a Gang.” (Although I
received a lot of notoriety, some
local gang members came looking
for me and tried to induce me to
make time to join their group.)
Sometimes you have to be alert
for opportunities. In 1960, I was an
Air Force public relations officer
serving in Antarctica on “Operation
Deep-Freeze.” I had a picture taken
of myself depositing my absentee
ballot in a mailbox near the South
Pole. I mailed this photo to the
United States, and it ended up on
the national and international wire
services and was featured through
out the country on election day, with
captions such as “Cool Voter,”
“Frigid Voter,” and other appropriate
nonsense. It was termed the most
distant absentee vote in the presi
dential election of that year.
For all contact with the media, prep
aration is extremely important, wheth
er you are being interviewed or oth
erwise. If you ever go on a call-in
show, where questions are expected
to come in from the listeners, I would
recommend that you have a number
of friends at home ready with ques
tions. The reason I say this is some
years ago when I was publicizing a
women’s tennis circuit, I was inter
viewed on a small radio station in
Fort Myers, Florida. Following the
usual 15-20 minutes of interviewing
with the host, the program was
opened up for callers. Well, no one
called, and it was like slow death
filling up those several hours of air
time without any calls. Always have
lots of material with you because

you never know how much airtime
you may be required to fill.
Most people who are involved in
interview situations have an objec
tive. You should never accept an
interview unless you have some
point that you want to make. Some
one has termed this objective
“SOCO”; it meansyour “Single Over
riding Communications Objective.”
Have an idea in mind — some point
that is important for you to make
that would take a minute or less and
practice your delivery of that point.
When you are interviewed, don’t
repeat a negative question. I recall
seeing Mary Kay of cosmetics fame
on a national news program, and
she was told critics claimed “she
was using God to sell cosmetics.”
She did not repeat the negative
phrase but totally disarmed the inter
viewer when she said in a very sweet
voice, “No, I’d rather hope that God
is using me.” That shows you how
well you can do when you have pre
pared and thought through your
answers in advance. I understand
that Mary Kay’s business took a big
up-turn after that interview.
Also, as accountants, we must be
sure not to use jargon or profes
sional buzzwords like “GAAP” and
“FASB” and we should not get
bogged down in detail. It is always
important to remember to be con
versational but put your conclusion
first. In high school, we learned in
journalism class to use the inverted
pyramid. The same concept applies
to interviewing. Always say the most
important thing first because you
may never get a chance to give your
reasoning. Make your point, and
then move on to the supporting data
if there is time.
Television interviews could be the
subject of another whole article, but
there are a few general tips that I can
give here. Men should always wear
over-the-calf socks so that a hairy
leg doesn’t show. I always tell the
men I counsel to take all the pens
and pencils out of their shirt pockets.
Women should avoid shiny jewelry
orjewelry that might clang or hit the
microphone. Don’t wear black suits
and white blouses on television be
cause the contrast created is too
great. Blue is a good color, as is
camel or grey, and solids are better
than patterns. One big point for both
men and women is not to wear pho
tosensitive eyeglasses because they

will turn dark under the bright studio
lights.
When you are interviewed on tele
vision, try to ignore the camera. The
director and cameramen will get the
angle they want. Talk in a conversa
tional tone with the interviewer and
look the interviewer in the eye. Ges
tures help to enhance your overall
impression but keep the gestures
above the waist. By this, I mean,
make the gestures up around your
chest and upper body so that they
will be “seen” by the television
camera. The most important thing to
remember is to do adequate prepa
ration and to smile. Try to be inter
esting and give examples by telling
stories because that will make you
more of an individual and a human
being rather than someone spouting
off facts and figures.
There is nothing wrong with per
sonalizing the information. You
should say, “I think,” “I believe,” or “I
feel,” ratherthan saying, “It’sgener
ally agreed that,” “Professional litera
ture tells us that,” etc. I would also
urge that interviewees arrive early
so that they can be relaxed. Also, do
not speak too slowly — it’s dull.
I encourage you to study the is
sues and become a spokesperson
for the accounting profession be
cause it will prove beneficial to you
personally and in yourcareerand to
the profession in general. Everything
we do to better explain the account
ing profession to the public works to
the benefit of all of us.
The AICPA has a small booklet
which gives additional public rela
tions tips, “Public Relations Guide
for CPAs.” To order a copy, just call
the AICPA order department at
212/575-6426 and ask for publica
tion #889632. Ω________________
Views expressed herein are those of Wil
liam J. Corbett, Vice President-Communica
tions, AICPA. They do not necessarily reflect
the position or policies of the Institute or its
committees.

William J. Corbett, J.D., is Vice
President-Communications for the
AICPA. He is an accredited member
of the Public Relations Society of
America and is a member of the
Board of Directors of the Geneva
based International Public Relations
Association. Mr. Corbett has exten
sive experience in public relations
and has published in numerous pro
fessional journals.
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Editor’s Notes
From page 2

runner kicking us while attempting
to cross into our lane. We don’t have
time to think about whether the race
is “fair.” That’s counterproductive.
How do we win? We just think about
OUR actions and OUR reactions —
and make certain that they result in
our running better than anyone else.
What we really hope to accom
plish is to run so well that we will be
asked tojoin the firm’s relay team, to
be a team member. But even more
conditioning is necessary to achieve
this level of competition. Being a
good runner is one thing — but
being a good member of the relay
team issomething entirely different.
We might be the fastest runner in the
world, but if we can’t work with the
other members of the team in per
fecting the exchange of the baton,
another runner will be chosen for
the team. The other team members
won’t care how fast we can run if we
cause too much time to be lost
because we can’t work well with
them on theexchange. Anotherrun
ner, perhaps much slower, will get
the position because being a good
team member is the most important
attribute.
You and I are going to have to be
conditioned to do the things that
men, the other class of runners,
have already learned to do because
their environmental/societal back
ground has been different from ours.
We can learn. We can be condi
tioned. We can compete. We can
win. But we can’t count on class
action to make usa winner. Remem
ber, what counts is what each of us
does as individuals.
It’s not our race; it’s your race and
my race. Ω

A sample of the comments made by those AICPA Task
Force members on the panel during the JAM opening
session:

“UPWARD MOBILITY OF
WOMEN IN ACCOUNTING”
“. . . the barriers to upward mobility of women do exist.
Thiscame out resoundingly in every panel discussion that
we had, and I’m sure you’ve read articles about it as well.
And our own committee members have all experienced
some form of the problems for upward mobility of women.”

“The nature and magnitude of the problems are as varied
as the personalities of staff and cultures of organizations
that employ CPAs.”
“. . . the profession lags behind other fields in supporting
career advancement for women in management posi
tions.”
“[When] we started to look at the problem, we found that
[the] stress factor is a lot different for women.”

“Obviously, the inappropriate use of gender references is
discouraging and demotivating to female staff members.”

“. . . there is a perception that women sometimes are inde
pendent. They don’t work well in a team that’s formed . . .
Women who tend to work alone, apparently because of
male resistance to their becoming members of the team,
need to become more visible to the power structure within
their organizations . . . firms try to act as teams and . . .
individuals should be able to appear as though they are
participating.”
“Change is one of those things that most of us think should
happen to somebody else. As it relates to this issue, there
is a tendency to emphasize those changes that have to be
made by women . . . both men and women must accept
responsibility for resolving this issue which has such a
wide-ranging effect on our social and economic lives. So
men, as well as women, have to be receptive to some
change.”
“. . . [upward mobility of women] should be given a high
priority in AICPA’s total program. Mr. Cook mentioned
fifty percent of accountants are or are going to be women.
And certainly [this issue] does need to be a high priority.”
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The Two-Career
Marriage
A Limited Partnership?
By Leo R. Cheatham and Carole B. Cheatham

One of the most significant things
that has happened to accounting as
a profession in the last twenty-five
years is the large influx of women.
The presence of large numbers of
women in the work force not only
has altered the corporate culture of
businesses, but has altered marital
relationshipsaswell. Two-career fam
ilies in which one or both parties are
accountants have become common
place. Along with all the advantages
of both spouses working have come
certain dilemmas such as what hap
pens when one spouse gets a better
offer in anothercity, howshould the
household finances be handled, and
how should the household chores
be divided? This article examines
these issues by referring to real case
histories.

It’s Your Move, Dear
One of the problems in the twocareer family is deciding where to
live when careers take separate geo
graphic paths. Consider the follow
ing cases.
The Case of the Family Appeal.
Helen and Ted were friends in col
lege. Soon after graduation and
employment by separate account
ing firms in the same city, they fell
in love and were married. A few
years after their marriage, Helen’s
father offered her the job of chief
accountant with his firm in a small
town several hundred miles away.
He not only offered a generous
salary but also appealed to Helen
on the basis that she was needed
to keep the family business going.
Helen and Ted decided to move.
Helen took the job with her father,
and Ted went to work for a small

accounting firm. He was never sat
isfied with the choice, and the mar
riage broke up after a few years.
He is now with his old firm in a
different city.
The Case of the Highway Victim.
Sally and Vic were married shortly
after high school and settled down
in their small rural town with Vic
working as the manager of a used
car lot. But Sally became bored
and wanted to go to college. Know
ing this might present a problem if
she graduated and wanted to take
a job elsewhere, she discussed the
matter with Vic. He assured her
that if she graduated and had a
good job offer in a larger city, he
would go with her. After four years
of commuting thirty miles to the
nearest college, Sally graduated
with a nearly straight-A average in
accounting and had an excellent
offer from a Big Eight accounting
firm in a city 300 miles away. Vic
refused to move.
Commuting was the only way
that Sally could attend college.
Now she makes an even longer
commute because she elected to
take the offer with the accounting
firm and commutes home on week
ends. Sally feels like a “highway
victim” — not because she has had
a wreck but because of the time
she spends on the road.

The traditional answer to dilem
mas like these, when the man was
the major wage earner in the family,
was to stay or move with the hus
band’s job. But when careers are
equally rewarding, both financially
and personally, how is the decision
made?
None of the solutions to the sep
arate cities problem has much ap

peal. The wife can follow the hus
band inthetraditional manner. Alter
nately, the husband can follow the
wife. They can livetogetherand one
can commute if thecitiesare nottoo
distant. They can choose to live
where schools are good and living
conditions are best for the family
overall and both commute. However,
none of the arrangements is without
disadvantages.
Some young people are planning
their careers together in college and
looking for opportunities in the same
city when they interview. Although
this may not solve all the problems
that may occur later, it at least allows
them to get a career foothold before
moving.

Two-career families in

which one or both
parties are accountants
have become
commonplace.
Who Holds the Purse Strings?
Another problem that two-career
families encounter is the problem of
how to manage the household fi
nances. Accountants who handle
million-dollar budgets on the job
may struggle with their own family
budget. Systems of making financial
decisions vary from family to family
although few systems would be as
extreme as those in the next two
cases.
The Case of the Less-Than-Equal
Wife. A married couple who were
both college professors were dis
cussing their democratic method
of making family financial deci
sions with their friend Sam, the
Vice President of Financeatanoth
er university. Sam’s wife, who was
not present, was an administrative
assistant at the same university. In
commenting on making family deci
sions, Sam snorted, “Hah, my wife
can have some say on how much
we spend when she makes as much
money as I do.”
Sam, incidentally, continues to
have the same outlook. His wife
sometimes regrets having helped
put him through college rather
than pursuing her own academic
career.
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The Case of the Refrigerator List.
Randy and Ann are both accoun
tants working for different firms.
Their earnings are approximately
the same. To prevent disagree
ments over finances, they decided
to make a list of household ex
penses that each pays. As a con
venient place to keep the list, they
decided to put a legal pad on the
top of the refrigerator. They have
separate checking accounts and
maintain no joint account. At the
end of every month, they add up
the expenses on the list and split
them. Whoever has paid the least
writes the other one a check. Al
though there are occasional dis
agreements on what is a house
hold expense, the system seems to
work for them. When learning of
their system, a friend tells them it
will never work after they have
children.

These cases illustrate the finan
cial problems the two-career family
may encounter. Financial decisions often
come down to who pays for what.
When women’s careers were consid
ered secondary, the thinking in the

family was sometimes that her mon
ey would be used for the “extras”
—new living room furniture or the
family vacation. However, the think
ing today is usually that her earn
ings are an essential contribution to
the family income; therefore, it is
necessary to have some consensus
on what expenses will be paid by the
husband and what will be paid by
the wife.

cial decisons as Sam seems to think?
On the other hand, a system like
Randy and Ann’s is probably not for
everybody. Some would say that it
would take two accountants to even
maintain such a system. However, it
does keep each party from feeling
that the sharing of the expenses is
inequitable. This couple’s system is
still working for them after more
than ten years, but they do not have
any children.

Accountants who
handle million-dollar
budgets on the job may
struggle with their own
family budget.

Who’s Minding the House?
Dividing up the expenses is not
the only problem that two-career
families face. What is frequently
more difficult is dividing up the house
hold chores. As the traditional home
maker, the woman performed most
of the housework. But if she is put
ting in a forty-hour or forty-hourplus week on the job, how should
the work around the house be di
vided?

Accountants of both sexes are
well paid and are likely to make
more than those in other jobs. Does
that mean the more highly paid part
ner should dominate family finan

The University of Iowa
Department of Accounting
The Department of Accounting at the University of Iowa is seek
ing qualified applicants to fill permanent or visiting Assistant, Asso
ciate and/or Full Professor positions beginning fall 1988. Principal
qualifications are: (1) terminal degree (Ph.D. or DBA); (2) genuine
interest in accounting research and in working closely with under
graduate and graduate students; (3) Senior Professors must have
established record of quality teaching and research with demon
strated competence in directing doctoral theses; (4) all candidates
must have long-term interest in teaching. Screening will begin upon
receipt of a resume sent to:
Valdean Lembke, Head
Department of Accounting
College of Business Administration
University of Iowa
Iowa City, IA 52242
Thisannouncement will remain open until all positions are filled.
The University of Iowa is an equal opportunity and affirmative
action employer.
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The Case of the Overworked Pro
grammer. Cynthia works as a com
puter programmer for a state
agency. Her husband Ralph for
merly worked as a police officer
but is now trying to start his own
security systems business. They
have fourchildren. Cynthia would
like to quit her job, but they rely on
her earnings while Ralph’s busi
ness is getting underway. In the
meantime, Cynthia does most of
the household chores because
Ralph must put in long hours at his
business.
Although Ralph and Cynthia’s
current situation is very difficult, it
is short term. Cynthia recognizes
that she was a full partner in the
decision for her husband to quit
his job. She realized that his
chances for a significant advance
ment were slim and that starting
his own business was best for the
family as a whole. She also real
ized that it would mean long hours
and accepted the additional re
sponsibility.

The Case of the Doctors’ Prescrip
tion. Bill and Karen are both medi
cal doctors. Bill works at a hospital
Chemical Dependency Unit while
Karen works with a group of doc
tors as an anesthesiologist. They
have two pre-school children. Com
plicating their situation is the fact
that Bill frequently has to work
long hours during crisis periods,
and Karen is often on call and may
have to do emergency surgeries at

almost any hour of the day or
night.
Bill and Karen have opted for a
solution that isexpensive but essen
tial in their situation — they hire
outside help. A babysitter takes
care of the children in their home
during the day, two women clean
the house every Monday morning,
and a lawn service takes care of
the lawn. Anotherbabysittercomes
every Saturday night to give Bill
and Karen their one night a week
out alone together.

The problem that many families
face is that there seems to be no
good solution as far as household
chores are concerned. The solutions
that usually are suggested are to (1)
get organized and delegate tasks to
family members according to age
and ability and (2) accept less than
perfection. Some families have
stretched both of these solutions to
the breaking point.
The problem with Bill and Karen’s
solution is that many families can
not afford outside help. Others can
not find outside help that is reliable.
However, compared to some of the
other alternatives, this solution may
be worth the cost and effort. There
are husbands who would balk at
doing certain household chores but
who would pay to have them done.
Similarly, there are wives who would
balk at doing tasks, such as yard
work or washing the car, but who
would pay to have these jobs done.

The real difficulty with using out
side help may relate more to unreal
istic standards of perfection and
perhaps some lingering guilt over
not being able to do everything. A
busy accounting teacher resents
spending a major portion of his Sat
urday mowing the lawn but will not
hire a neighbor boy to do the job
because the boy does not do all the
trimming and edging that he would
do himself. A secretary worries about
the adequacy of the day care center
she uses and feels guilty when her
children do not want to go. Prob
lems such as these may be harderto
solve than the financial problems
related to using outside help.
In this article, three of the prob
lems associated with the two-career
family have been examined — (1)
geographical relocations, (2) the
handling of family finances, and (3)
the division of household chores.

The cases referred to are real-life
situationsalthough namesand other

Carole B. Cheatham, CPA, is pro
fessor of accounting at Northeast
Louisiana University and associate
editor for special features for The
Woman CPA. She has a Ph.D. from
University of Arkansas and an M.B.A.
from Louisiana State University. She
is the author of an executive hand
book on Cost Management for Profit
Centers and more than thirty journal
articles. Dr. Cheatham has served as
a faculty intern in private industry
and has been a faculty counselor
with the Small Business Institute.

Leo R. Cheatham is currently asso
ciate professor of finance at North
east Louisiana University. He has a
Ph.D. from University of Arkansas
and an M.B.A. from Louisiana Tech
University. From 1974 to 1984, he
served as research economist with
the Division of Business Research at
Mississippi State University where
he performed feasibility studies and
dealt with a variety of practical busi
ness problems. Dr. Cheatham is the
author of ten research studies relat
ing to business and government, all
funded by state or federal govern
ment agencies.

The solutions that

usually are suggested
are to (1) get organized
and delegate tasks to
family members
according to age and
ability and (2) accept
less than perfection.
details have been altered to protect
the authors from irate friends and
former students. If it seems we have
raised more questions than answers,
this probably reflects the condition
of today’s two-career families. Ω

w What is frequently
more difficult is dividing
up the household
chores.
As society adjusts to having wives
and mothers in the work force, the
problem of reliable outside help
should lessen. Although thisservice
area needs expansion, we are be
coming more service- rather than
product-oriented. Good day care ser
vices are certainly more predomi
nant than they once were although
many families still experience diffi
culties in this area. Housekeeping
and lawn services are also on the
increase. Even “sick children” ser
vices are being provided by some
clinics and hospitals.
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[Galigan, p. 4].

EDP

Expert Systems
in Training
By Elise G. Jancura and John T. Overbey
Editor: Elise G. Jancura, Cleveland State University,

Cleveland, Ohio 44115
An editorial in a past issue of
Training and Development Journal
has the following to say about train
ing:
At present, it is training and not
formal education that provides

most job skills. It also reskills about
70 percent of executives, profes
sional and technical workers. It isa
more important determinant than
formal education of one’s lifetime
earnings. Formal training by em
ployers is a $30 billion industry

Training is very important to the
accounting profession for two rea
sons: 1) training of accountants in
new technologies and knowledge
areas of the profession is continual,
and 2) training for clients isa poten
tial source of increasing firm rev
enues.

Changes in How We Learn
To Do What We Do
If we wereto think of the computer
as producing waves of effect on
organizational life, we could say
there have been three major waves.
The initial use of computers to pro
vide power for processing data and
providing information can beconsid
ered the first wave of effect. During
this phase of computer usage, most
work was done at computer centers
that were located away from the
usersof the information. The second
wave of effect is the current improve-

Announcing the Demise of
McBee has

logistically
tiger to make
standardized
chart of accounts
bookkeeping
practical for
your small
business clients.

The need is obvious.
How many times have you wished
that at least some of your clients would
prepare their journals in the same
sequence, with the same headings?
How often is your staff vexed by a
client changing column headings or
creating new ones in mid-stream?
Such frustrations are now avoidable.

The solution is practical.
Even if only a handful of your clients
can use the same column headings for
their journals, you now have the answer.
Cluster your clients. Customize a
journal for them. And take advantage of
McBee’s journal overprint program.
Insist your clients use pre-printed
journals for accuracy.. .consistency...
time savings. Even provide them free—

they’re that inexpensive. The time saved
will far offset the cost.

The answer is McBee.
McBee now offers you fully detailed,
standard journals with pre-printed
column headings across the entire form.
One or two-sided imprinting is optional.
Four of the most popular type jour
nals are presently available. The required
quantities are surprisingly low. Their
cost? Even more surprisingly inex
pensive.
Check with your local McBee Repre
sentative for details.
Especially now—after TRA-86—
every time saver is important.

merit in computer productivity. In
this phase, the computer is located
on the desk of the user, and this
accessibility makes it poss
ible forthe
user to do daily tasks in a faster,
more efficient manner.
It may well be that there is a third
wave just beginning — using the
computer to train people in new
skills. As technology continues to
change, possibly at an increased
rate, training (or continuing profes
sional education to use accounting
terminology) is going to become
even more important to the profes
sion.
It may well be those computerrelated technologies that are displac
ing workers in the post-industrial
age can be used to improve the effi
ciency of learning and to provide for
retraining [Perelman, p. 13]/ Com
puter Assisted Instruction (CAI) has
existed for a long time but generally
has had little impact on formal edu
cation of professional training. How

ever, new ideas such as Computer
Assisted Learning (CAL), Intelligent
Computer Assisted Instruction
(ICAI), and expert systems in train
ing are beginning to appear in the
literature. These technologies repre
sent the application of artificial intel-

he application of
expert systems
technology will make it
possible to expand the
use of computers to
much broader based
knowledge/judgment
areas.
ligence and expert systems to edu
cation and training methodologies.
In the past, there have been two
basic approaches to using computer

technology to enhance educational
methods: computer-assisted prob
lem solving and computer-assisted
instruction. In the former approach,
the basic task involves performing
some professional oranalytical task,
and the computer is simply a tool or
performance aid to make the task
easier and/or faster. Such perform
ance aids include audit software,
spreadsheet programs, decision sup
port packages and database pack
ages. In the alternate approach, the
computer is used as a tutor. It drills
students in some specific fact base,
responds to predictable student in
put, and provides feedback on stu
dent performance.
Historically, both of these ap
proaches have been used primarily
in conventionally developed, deter
ministic programs in which predict
able results are insured by control
ling the range of inputs. In these
conventional programs, the educa
tional uses have been limited to

Switcheroo Bookkeeping
To contact your McBee Rep fast, simply call: Toll free:

1-800-526-1272
In Ohio: 1-8OO-325-6536

areas where the range of student
responses and rules of understand
ing or “knowledge” are controlled
and precisely defined and where
unpredictable variation does not oc
cur. These approaches, however,
precluded the ability to address
areas where the training concerned
knowledge based on judgment or
“rules of thumb.”

The Promise of
Expert Systems
The application of expert systems
technology will make it possible to
expand the use of computers to
much broader based knowledge/judgment areas. This technology makes
it possible to address areas that
have both a large body of knowl
edge (or facts) and a large number
of heuristics. Training using the new
technologies can involve the appli
cation of these facts and assump
tions to a variety of environments.
This new approach to organizing,
searching, and processing knowl
edge bases allows computer pro
cessing to moreclosely approximate
the human process of dealing with
knowledge and resulting inferences.
Thus, whether the educational use
of the computer is as a tool or a
tutor, that use can occur in a range
of environments that are more sim
ilar to the actual environments in
which professionals will function.
One of the most important charac
teristics of effective teaching is inter
action between the learner and the
instructor. This is true particularly if
the interaction is of a higher quality
than dialogues such as the follow
ing:
System: What is the definition of
an asset?
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Student: An asset is something
we owe.
System: No, that is the wrong an
swer. Go back to page 24.
Traditional CAI has been capable of
this simplistic type of interaction for
some time. But with expert systems
technology, interactive software has
evolved to a system that will adapt
itself in a personal way to the user
and thus will encourage user involve
ment.
Learning theory states that the
more the student is involved, the
more the student will learn. If the
user is obtaining incorrect answers
with an intelligent tutoring system,
the claim is that the system can ana
lyze where the fault is in the user’s
problem-solving process after some
interaction with the user.
Expert systems currently availa
ble in the business area have the
capability toexplain to the user how
the system arrived at the answer.
The ability of expert systems to have
high-level interaction with the user,
to trace the steps in the user’s deci
sion-making process, and to explain
to the user why the system arrived at
its decision are highly valuable char
acteristics from a training perspec
tive.

Advantages of Expert
Systems in Training
There are other characteristics of
expert systems that make them good
training instruments. Often the same
package that is used to do a job can
be used to train a person to do the
job. For example, a junior accoun
tant could be given a certain task to
perform that is within the capabili
ties of an expert system. The system
could lead the trainee through the

performance of the assignment in
much the same way that a supervi
sor would. The system could ask the
junior for the required information,
then ask the junior for decisions at
subpoints along the way, pointing
out errors in the process as the user
makes them.
Some people feel that the use of
expert systems by junior accoun
tants will deprive them of part of
their learning process. Yet it is very
possible that the use of expert sys
temscould expand and enhance the
training process. By going through
simulations of past real situations in
the domain of the expert system, the
juniorcould beexposed toa broader
range and higher quantity of prob
lems in a shorter period of time and
get more experience in that particu
lar area. Moreover, expert systems

s Students can work at

their own rate of learning
and at times which are
individually convenient.
tend to be easier to modify as condi
tions change than do traditional pro
grams, thus making it easier to keep
the training package up to date.
Another advantage of using expert
systems for training as opposed to
on-the-job training is that learning
anxiety is often reduced when the
trainee is interacting with the sys
tem as opposed to learning by doing
on the job.
Expert systems make it possible
to capture expertise and share it.
They are ideal for mentor-style learn
ing because of the ability to accept
students’ responses and channel sub
sequent prompts based on previous
student input. Once an expert sys
tem is developed, it can be used in a
variety of locations to provide train
ing and guidance to less experienced
staff. Expensive on-site and off-site
training programs can be replaced
or reduced by an expert system pro
gram.
Expert systems are equally useful
in introducing new concepts and
material and in providing efficient
means for updating personnel as
changes occur. For example,
changesin income tax laws could be

presented to professionals in a tool
(expert system) which serves both
as an educational device and a per
formance aid while helping the pro
fessionals to assimilate the new
changes. Some areas which are cur
rently being addressed are audit
assessment of risk, evaluation of
going-concern prospects, and as
sessment of internal controls. In
each of these, the expert system can
be viewed as a practice aid in the
development of an audit plan, but it
also has promise as an educational
tool for junior staff or students still in
school.

Expert systems used as
a training device offer a
highly flexible and
realistic environment to
the learner.

can very easily be expanded or re
vised.

Delivery of expert systems based
training is also quite flexible. This
training can be delivered on per
sonal computers or terminals con
nected to mainframes either locally
or through long distance communi
cation lines. Using this type of train
ing, students can work at their own
rate of learning and at times which
are individually convenient. More
over, training sessionscan be repeat
ed as often as necessary and at
widely dispersed locations. Yet, the
“instruction” is at a standard con
trolled level of quality and repre
sents the highest level of expertise
available within the organization.

Conclusion
As the body of knowledge con
tinues to grow and change in the
accounting profession, new ways of
providing continuing professional

education and sharing knowledge
must be found. Expert systems may
well become the primary method of
training. Expert systems used as a
training device offer a highly flexible
and realistic environment to the learn
er. They also offer a high degree of
individualization in the training pro
cess in terms of location, speed, and
trainee approach. Expert systems
have the capacity to explain why an
answer is rightor wrong. Expert sys
tems may well provide a new wave of
computer effect — changing the
way we learn to do what we do. Ω
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Development and Delivery
The programming/developmental
tools available in expert systems
also enhance the educational/training value of these systems by mak
ing it easier for “experts” to transfer
their knowledge to computerized pro
cesses. These computerized knowl
edge models can be expanded and
changed easily in response to chang
ing environments. The technology
for developing expert systems also
makes it possible to combine the
knowledge of multiple experts, thus
providing a degree of synergism not
previously feasible.
The development process can oc
cur in a variety of computer envir
onments. The developer may use
very large, powerful systems when
dealing with complex problemscon
taining many heuristics or a large
knowledge base. At the same time,
the availability of developmental
packages for personal computers
makes it possible to address many
smaller, more easily defined projects
on personal computers. This flexi
bility in development choices makes
the application of expert systems
feasible for a variety of training
needs. Even relatively minor training
needs can be efficiently addressed.
Once developed, training materials
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International

Florida’s Sales and
Use Tax
Implications for
Multinational Corporations
By Nancy Foran and Dahli Gray
Editor: Dahli Gray, University of Notre Dame, Notre Dame, IN
46556

Multinational corporations
(MNCs), companies whose activities
encompass more than one country,
are subject to taxes imposed by the
various states. Each state must iden
tify the extent of MNCs’ activities
within its borders. Some states use
the arm’s length method and tax
only those activities that occur within
the state. However, other states util
ize the unitary apportionment meth
od (UAM).

The Unitary
Apportionment Method
There are two aspects of the uni
tary apportionment method. One is
the determination of the scope of a
unitary business, by definition a
group of corporations that are
owned and operated as a single unit.
The second aspect is the apportion
ment of the tax base. The appor
tioned tax base is determined by
multiplying the relevant tax base of
the entire firm by the percentage of
the apportionment factors that are
attributable to the taxing state, those
factors most commonly being sales,
property and payroll. The UAM is
not restricted in reach to in-state
activities. Rather, it allows states
who use this method to tax a share
of the tax base of a group of affil
iated businesses. Thus, MNCs with
20/The Woman CPA, January, 1988

subsidiaries operating in a “unitary”
state would be subject to tax on an
apportioned share of their world
wide operations.
The UAM has been used to calcu
late the income tax liability of MNCs
for many years and has been the
source of considerable controversy.
Recently, thisapproach wasapplied
to the calculation of the sales and
use tax in Florida.

mination of where the service is
enjoyed is dependent upon the type
of service provided and the relation
of the service to property.
Services related to interstate or
international transportation are in
cluded to the extent of one-half of
the cost of the service if the point of
origin or termination of the service is
in Florida. Services related to adver
tising are apportioned based upon
the proportion of market coverage
within Florida to the total market
coverage. For printed publications,
this market coverage is the average
circulation within the geographic
area of distribution. For broadcast
media, the coverage is the popula
tion within the signal reception. All
other services are apportioned ac
cording to the relation of the service
to certain types of property.
Service related to real property is
considered to be enjoyed where the
property is located. Service related
to specific tangible personal prop
erty is presumed to be enjoyed where
the property is used for business
purposes. Services related to the
purchaser’s sales in a local market
are deemed to be enjoyed in the
local market. All other services are
apportioned according to a threefactor formula which is similar to the
worldwide unitary apportionment
formula.

Florida’s Sales and Use Tax

Florida’s Application
of the Worldwide Unitary
Apportionment Method to a
Sales and Use Tax

The Florida sales and use tax is a
tax imposed on the retail sales, ren
tals, consumption, distribution, stor
age and use of tangible personal
property; the sale or use of any ser
vice; mail order sales to purchasers
in Florida; advertising, admissions,
telegraph messagesand telecommun
ications services; and the rental of
real property or living accommoda
tions for a limited period.
The Florida sales and use tax is
unique in its broad application to
services industries such as law, ac
counting, advertising, data process
ing, transportation, communication
and construction. Services are sub
ject to tax when they are transferred
to, provided to or rendered for any
form of consideration or when the
benefitsofservicesareconsumed or
enjoyed within the state. The deter

Florida's three-factor apportion
ment formula multiplies the entire
price of the service by a fraction
representing a ratio of the firm’s
Florida property, payroll and sales
to those factors “everywhere.” The
apportioned tax base is then subject
to the 5% sales and use tax. This
formula double-weights the sales
factor. However, if either the prop
erty or payroll factor is insignificant
or zero, the sales factor is .67 and the
remaining significant factor is .33.
The term “everywhere” is defined to
include all U.S. states, territories
and possessions, the District of Co
lumbia, Puerto Rico, and any for
eign country. Exceptforthedoubleweighting of the sales factor, the
apportionment formula is the same
as that used for the worldwide uni
tary apportionment of income.

The sales and use tax applies to
affiliated groups. The concept of an
affiliated group is very similar to that
of a unitary business. An affiliated
group is a group of corporations, as
defined in Internal Revenue Code
(IRC) Section 1504(a), whose mem
bers are includable under IRC Sec
tion 1504(b), (c) or (d) and are eligi-

bletofilea Federal corporate consoli
dated tax return. However, members
(other than the parent corporation)
without tax nexus in Florida and
with business activities unrelated to
the business activities of other group
members may be excluded from the
affiliated group. An affiliated group
must include the property, payroll

and sales of the entire group, but
services performed between mem
bers of an affiliated group are exempt
from the tax. If a group elects to
exclude a related corporation from
the group, then sales of services
between the excluded membersand
other members are taxable.

An Example
Worldwide Sales Corporation is incorporated in France. It has sales
offices in France and Florida. Worldwide Sales purchases computer
services from a company outside of Florida for $20,000. These services
benefit the entire corporation. Sales, property and payroll for the prior
year were:
Everywhere
$100,000,000
2,400,000
14,000,000

Florida
$20,000,000
480,000
2,800,000

Sales
Payroll
Property

The Florida use tax would be computed as follows:
1. Sales Factor

2. Payroll Factor

=

Factor

Florida Sales
-----------------------Sales Everywhere

X

$20,000,000
... ....... .......
$100,000,000

x

.50

x

Factor

=

.100000

=

Florida Payroll

Weight

Payroll Everywhere
=

$480,000

Weight

25

x

$2,400,000

3. Property Factor

=

.050000

=

Florida Property

Factor

Property Everywhere

Weight

=

$2,800,000
___
$15,000,000

=

.046667

25

x

4. Apportionment Factor =
Sales Factor
+ Payroll Factor
+ Property Factor

.100000
.050000
.046667

.196667
5. Apportioned Tax Base

=
=
=

Price of Service
$20,000
$3,933.34

x
x

Apportionment Factor
.196667

x

Tax Rate

x

.05

6. Florida Use Tax

= Apportioned Tax Base
=
$3,933.34
=
$196.67

The example in the sidebar illus
trates the computation of the Florida
sales and use tax.

Sales of Services for Resale
Sales of services for resale are not
subject to the sales and use tax. A
sale of a service is considered a sale
for resale if the purchaser acts as an
intermediary for a client and does
not use or consume the service and
if the value of the service purchased
is separately stated in the subse
quent sale. If both of these condi
tions are not met, the sales and use
tax is levied on the purchaser of the
service. In addition, the tax will be
levied on the purchaser’s services,
which would include the resold ser
vices and any related sales and use
tax. The following example illus
trates this situation. If an accountant
used a computerized tax return prepa
ration service, a sales tax would be
levied on that service. When the
accountant then billed a client for
services, a sales and use tax would
be levied on the accountant’s full
charge. Because the accountant’s
bill would include the cost of the tax
preparation fee and its related sales
and use tax, the fee would be subject
to tax twice and the tax itself would
be subject to tax.

Collection and Remittance
of the Tax
The collection and remittance of
the sales and use tax is dependent
upon the nature of the purchaser of
the service or property. A sales tax is
normally assessed on the purchaser
but remitted by the seller. However,
Florida has provided that multistate
businesses with tax nexus in Florida
may obtain an exempt purchase per
mitenabling them toself-accrueany
sales tax due on services that they
purchase and to remit the tax due.
Further, businesses withouttax nex
us may also obtain exempt purchase
permits, providing they agree to alThe Woman CPA, January, 1988/21

low the state to enforce the sales tax
law. An annual supplementary tax
return summarizing the multistate
purchaser’s purchases and sales is
required. The return must include a
final calculation of taxes using the
three-factor apportionment method
described above.
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The reduction in federal aid for
state governments, the declining
profitability of key industries, and
the increase in population have
made it necessary for states to
search for new sources of revenue.
Although the service sector is the
fastest growing segment of the econo
my, it has not been widely taxed.
Florida has chosen to increase state

revenues by expanding its sales tax
base to include the sale and use of
services and by utilizing the world
wide unitary apportionment method.
The extension of the sales tax to ser
vices provided outside the state but
apportioned among affiliated groups
based upon worldwide values is
unique.
Even though Florida’s adoption of
the UAM for the calculation of sales
and use tax is unique, what is of par
ticular interest to MNCs is whether a
trend may be established to involve
worldwide values of MNCs in the
calculation of taxes by other state
and local governmental units. MNCs
must carefully monitor state activi
ties to determine the implications of
all new taxes. Ω
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Tax Reform to
Increase Cost of
Higher Education
By Barbara A. Theisen
Editor: Cherie J. O’Neil
Virginia Polytechnic Institute
Blacksburg, VA 24061

Introduction
The costs of higher education have
risen rapidly in recent years due to
increases in tuition and related ex
penses. Unfortunately, tax reform
appears to make the prospect of a
college education even more costly
for many students. The Tax Reform
Act of 1986 (TRA ’86) has greatly
changed the tax treatment of educa
tional grants and deductible ex
penses. Many scholarship and fel
lowship grants are now taxable to
recipients, and those educational
expenses deductible under prior law
are reduced or eliminated. As a re
sult, education is likely to be more
costly in the future and will require
greater record-keeping by students.
This article examines the new rules
and suggests several planning oppor
tunities to minimize the burden of
educational expenses.

Taxation of Educational
Grants and Awards
Scholarships and Fellowships
Grants after August 16,1986. Un
der prior law,1 scholarships and fel
lowships granted to degree candi
dates were excludable from income
unless they were compensation for
certain services (e.g., teaching and
research not required of all candi
dates). Nondegree candidates were

allowed a limited exclusion as well.
TRA ’86 eliminates the exclusion for
nondegree candidates and provides
that only grants used for qualified
tuition and related expenses (books,
fees, supplies and course-required
equipment) of degree candidates
remain tax-free.2 Thus, amounts
used to pay expenses such as room
and board are included in the stu
dent’s gross income. The new rules
apply to tax years beginning after
1986 but only for scholarships and
fellowshipsgranted after August 16,
1986.
The Internal Revenue Service re
cently explained how the new rules
work.3 A scholarship or fellowship is
considered granted before August
17, 1986 (and therefore subject to
the prior, more favorable, rules), if
the grantor made a firm commit
ment before that date to provide the
student with a fixed cash amount or
a readily determinable amount. If
the grant is for more than one semes
ter, amounts received in future semes
ters are treated as granted before
August 17, 1986, if (1) the amount
awarded in the first semester is
stated as a fixed cash amount or
readilydeterminableamount, (2) the
grantor has agreed to provide the
grant in future semesters, and (3)
the student is not required to reapply
to receive the future amounts.

Example 1: On August 1, 1986,
Anne is awarded a four-year schol
arship in the amount of $4,000 per
year. This award is a fixed cash
amount ($4,000 per year) and the
entire award is treated as granted
before August 17, 1986. If Anne
had received a four-year scholar
ship for “tuition and books” each
year instead of $4,000 per year, the
scholarship would still qualify as a
pre-August 17, 1986, grant since
the amount of tuition and books is
readily determinable. In both
cases, Anne may exclude the
amounts received from gross in
come.

If the scholarship does not de
scribe amounts for subsequent se
mesters as either fixed or readily
determinable amounts, the IRS pre
sumes that the amount granted be
fore August 17,1986, is equal to the
amount granted in the initial semes
ter.
Example 2: On May 1,1986, Bruce
is notified that he is to receive a
scholarship to attend State Uni
versity. The grant provides funds
for four years ($5,000 for the first
year) and does not require that
Bruce reapply to receive the funds
for the final three years. The notice
does not specify the funds to be
received in the second through
fourth years, however. The $5,000
received in year one, being a fixed
cash amount, is excluded from
income under the pre-August 17,
1986, grant rules. In addition, $5,000
per year is treated as granted be
fore August 17, 1986, during the
remaining three years. Therefore,
if Bruce receives $6,000 in year
four, only$1,000 is treated as grant
ed after August 16, 1986.

The $1,000 received in year four in
Example 2 above will be tax-free
only if it is spent on tuition or other
course-related expenses. If used for
room and board or incidental ex
penses, the $1,000 is gross income
to the student in the year received.

ducation is likely to be
more costly in the future
and will require greater
record-keeping by
students.
Dependent students. Including
certain scholarship and fellowship
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grants in gross income raises the
question of whether students still
qualify as dependents to be claimed
on their parents’ returns. Parents
must provide more than half of a
child’s support in order to claim the
child as a dependent.4 Prior law
excluded scholarships (then nontaxa
ble) from the definition of support,
thereby allowing parents to meet the
support test even when the scholar
ships were substantial.5 Are the rules
the same for taxable scholarships
after 1986? Apparently so. TRA ’86
leaves the support definition intact
even though part or all of the schol
arship may now be taxed to the stu
dent. Parents are not directly affect
ed by their child’s taxable scholar
ships and may continue to define
support in the same manner as be
fore.
On the other hand, students eligi
ble to be claimed as dependents on
their parents’ tax return face two
changes that affect their own tax
returns in 1987 and later years. First,
children are no longer allowed a
personal exemption on their own
returns if claimed by their parents.6
Second, children claimed on their
parents’ return are allowed, on their
own return, a standard deduction of
the greater of $500 or earned income
up to the basic standard deduction
amount7 ($2,540 in 1987 and $3,000
in 1988). Solely for this purpose, any
amount of a scholarship or fellow

ship grant that is included in gross
income constitutes earned income.8
The effect of these changes is shown
in the following example.
Example 3: A dependent student
has wages of $3,500, a tuition grant
of $1,600, a room and board schol
arship of $3,000, and no itemized
deductions. The student’s tax lia
bilities for 1986,1987 and 1988 are
calculated below. Note that in each
year the tuition grant remains taxfree, but the room and board schol
arship is included in income in
1987 and 1988.

Including certain

scholarship and
fellowship grants in
gross income raises the
question of whether
students still qualify as
dependents to be
claimed on their parents’
returns.

15 percent ($525/$3,500) in 1988.
From this example, it appears that
students will finance a greater por
tion of their education with after-tax
dollars, a factor likely to increase
education costs despite lower tax
rates after 1986.

Educational Prizes and Awards
Educational institutions frequently
offer prizes and awards to students.
Prior law allowed an exclusion for
educational prizes and awards un
less they were compensation for
services performed. TRA ’86 re
pealed this exclusion except where
the recipient assigns the prize or
award to a governmental unit or taxexempt charitable organization.9 In
this case, the amount assigned is
excludablefrom income and nochar
itablededuction isallowed. Formost
students, then, educational prizes
and awards are fully includable in
gross income. These rules apply to
prizes and awards received after
1986.

Reporting and Withholding
Requirements
The educational institution. As un
der prior law, educational institutions
The additional tax liabilities of
and other employers must report a
$522 and $525 result from the loss of
student’s compensation for services
the personal exemption and the inclu
and applicable withholdings on
sion of the room and board schol
Form W-2. However, the new laws
arship in gross income. Note that
affect
the reporting and withholding
the average tax rate increases from13
requirements of these employers in
13 percent ($522/$3,960) in 1987 to
two ways. First, where a portion of a
scholarship is granted in return for
services, the grantor must make a
good faith allocation to determine
1987
1988
1986
the compensation amount.10 This
Wages
$3,500
$3,500
$3,500
allocation should be based on fac
—
—
—
Tuition grant
tors such as (1) compensation paid
—
Room and board scholarship
3,000
3,000
for similar services performed by
non-scholarship students, (2) com
$6,500
$6,500
Adjusted gross income
$3,500
pensation paid to full- or part-time
Standard deduction*
2,540
3,000
n.a.
employees who are not students,
—
—
Personal exemption
1,080
and (3) compensation paid by edu
Taxable income
$2,420
$3,960
$3,500
cational institutions, other than the
grantor, for similar services per
$ 522
$ 525
Tax liability**
$___ 0
formed by students or employees.
The compensation is subject to reg
* Greater of $500 orearned income ($6,500), limited to$2,540
ular reporting and withholding re
in 1987 and $3,000 in 1988
quirements while the scholarship
portion, if taxable, is to be reported
** 1987: 11% x 1,800 = $198
by the student (see next section).
15% x 2,160= 324
The second change affects edu
$522
cational institutionsand othergrant
ors providing U.S. scholarships to
1988: 15% x 3,500 = $525
nonresident aliens. The grantor must
withhold 14 percent on the taxable
portion of scholarships paid to inter
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national students unless a tax treaty
in place provides otherwise.11 A 30
percent withholding tax applies to
non-degree candidates although pro
posed legislation would reduce this
to 14 percent. Many existing tax
treaties do not override this provi
sion and, accordingly, most educa
tional institutions will be forced to
report and withhold tax on the taxa
ble portion of scholarships granted
to international students. These
rules are effective for years begin
ning after 1986 but only for scholar
ships and fellowships granted after
August 16, 1986.
The student. Apart from compen
sation required to be reported by the
employer, the burden of reporting
taxable scholarships or fellowships
falls on the student. The grantor is
not responsible for reporting taxa
ble grants (i.e., no Form 1099s must
be filed) although the IRS recom
mends that grantors formally advise
recipients about amounts subject to
the new rules. Due to the large
volume of scholarships and fellow
shipsat educational institutions, it is
unlikely that all institutions will fol
low this advice, requiring students
to determine their own taxable in
come from grants received. Given
students’ general unfamiliarity with
tax matters beyond the Form 1040A,
the potential for miscalculating tax
able grants appears substantial if
adequate instruction is not provided.
The task for students is two-fold:
(1) determining whether the schol
arship orfellowship is subjecttotax,
and (2) if it is, calculating theamount
of gross income to report. To answer
these questions, students should do
the following:
1. Determine the grant date of the
scholarshiporfellowship. Ifthe
grant date is priorto August 17,
1986, under the circumstances
explained earlier in Examples 1
and 2, the grant is nontaxable
and no reporting is required.
This is true even in the case of
multiple semestergrants. Ifthe
grant date is after August 16,
1986, the scholarship orfellow
ship may be subject to tax.
2. Determine the taxable amount
of scholarships or fellowships
granted after August 16, 1986,
by analyzing howthegrant was
used. Amounts spent on tui

tion, books, fees, supplies and
equipment are excludable from
income. Amounts spent on
room and board and inciden
tals should be reported on the
student’s tax return as gross
income in the year received.
3. Maintain adequate records of
awards and related expendi
tures (e.g., tuition bills, book
receipts, etc.) The burden of
proof is on the student to estab
lish that grants were used for
nontaxable purposes.
Oncethe taxable portion of grants
received has been determined, the
student must then compute the pro
jected tax liability to determine
whether estimated payments or in
creased withholding is required. Tax
able scholarships and fellowships
are not treated as wages and are not
subject to Sec. 3102 (FICA) or Sec.
3402 (income tax) withholding.12 How
ever, estimated payments are re
quired if the annual tax liability is at
least $500. In addition, dependent
students who have both wage and
nonwage income can no longer
claim an exemption from withhold
ing on their wage income if their
total income is greater than $500.
Students who fail to make sufficient
tax payments through withholding
or quarterly estimates may face un
derpayment penalties and interest
on their tax returns after 1986.
In summary, early planning and a
clear understanding of the tax law
are the best offense to minimizing
the student’s reportable income.
While keeping detailed records may
be inconvenient, it becomes worth
while when the alternative is a larger
tax liability.
Deductibility of
Educational Expenses
Individual Taxpayers
Unfortunately for individuals,
TRA ’86 did not stop at taxing educa
tional grantsand awards. Education
al expenses deductible under prior
law are now curtailed by several
provisions. Theexpenses must con
tinue to be incurred in improving or
maintaining existing ski I Is or to meet
requirements set by an employer or
by law, but the deduction is now
limited to expenses greater than two
percent of adjusted gross income.13
The qualifying expenses (e.g., jobrelated tuition, books, fees, supplies

and transportation) are unchanged,
but they must now exceed the two
percent floor. Students must itemize
in order to deduct these expenses,
so their total itemized deductions
must exceed $3,000 in 1988 to benefit
from these expenses. Note also that
meals incurred in connection with
educational activities away from
homeare only 80 percent deductible
before applying the two percent re
striction.14

Any amount of a
scholarship or fellowship
grant that is included in
gross income constitutes
earned income.
Graduate students may be able to
deduct educational expenses related
to their now-taxable assistantships
if the expenses are incurred to im
prove or maintain existing skills or
meet employer requirements. Tui
tion, books, and related expenses
may be deducted if the student item
izes deductions and the expenses
exceed two percent of adjusted
gross income.
Another change disallows deduc
tions for travel taken as a form of
education.15 Thus, foreign language
teachers who travel to other coun
tries to improve theirgeneral speak
ing skills are no longer allowed to
deduct the cost of their trips. A
deduction is allowed for travel ex
penses where the individual engages
in educational activities such as per
forming specific library research or
attending classes notavailableelse
where. With careful planning, there
fore, the foreign language teacher
may still qualify for an educational
deduction, subject to the two per
cent floor noted above.
One other change phases out the
deduction for intereston educational
loans, beginning in 1987. Interest
deductions are reduced through
1990, after which the interest is non
deductible.16 This disallowance may
be avoided if the loans are secured
by a qualified residence (i.e., first or
second residence) of the taxpayer.17
However, these loans cannot exceed
certain amounts, and parents may
be reluctant to finance a chiId’s edu
The Woman CPA, January, 1988/25

cation using their home as collat
eral. The cost of financing educa
tion through loans will therefore rise
with the loss of interest deductions.

Employer Plans
Employers who provide education
al assistance to their employees fare
better than individuals with respect
to deductions. Employers may con
tinue to deduct educational assis
tance payments made to employees,
and employees may excludethe em
ployer reimbursements from gross
income, provided that the plan is
nondiscriminatory (within the mean
ing of Sec. 414(q)) and the pay
ments do not exceed $5,250 per
employee per year.18 Educational
assistance provided to an employ
ee’s spouse or dependents does not
qualify for exclusion, however, and
must be reported as gross income to
the employee. Educational assis
tance plans are especially valuable
to employees who are not pursuing
degrees because tuition and related
expense reimbursements that would
otherwise be taxed may be excluded
from income. These provisions were
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extended for two years and are effec
tive through December 31, 1987.
Planning
As can be seen, the taxation of
educational grants and awards, cou
pled with fewereducational expense
deductions, increases the cost of
obtaining an education. While indi
viduals may have greater disposable
income due to lower tax rates, more
after-tax dollars will be required to
finance education. Careful planning,
however, can reduce the negative
effects of tax reform on educational
grantsand deductible expenses. The
following suggestions are offered:
• If possible, students should have
the grantor designate scholar
ships and fellowships as unre
stricted. A grant designated for
room and board is fully taxable
even if a portion of the proceeds
is used for nontaxable purposes.

• Upon receipt of unrestricted
grant proceeds, students should
first apply the proceeds to non
taxable items (e.g., tuition) in
order to minimize taxable in
come. The law allows students
to allocate the proceeds in what
ever manner they choose, there
by providing the opportunity to
reduce the amount includable in
income.
• Students must maintain detailed
records of the use of scholarship
and fellowship proceeds. The
burden of proof to show the
grant was expended for nontaxable purposes falls on the stu
dent, not the grantor.
• Individuals interested in deduct
ing travel as a form of education
must engage in educational activ
ities notavailableelsewhereand
must be able to substantiate their
claim. Similar research or class
es available nearby will negate
the possibility of a travel deduc
tion.
• If loans are used to finance an
individual’s education, considera
tion should be given to loans
secured by a qualified residence.
The tax benefit of the interest
deduction must outweigh the
risks of using the residence as
collateral.
• To the extent possible, employ
ees (especially non-degree can
didates) should participate in em

ployer educational assistance
plans. The benefits are tax-free
to employees and remain fully
deductible by the employer.
While the above suggestions are
not remedies available to all taxpay
ers, they may help many to minimize
the ever-increasing expense of obtain
ing quality education. Ω
NOTES
1. Code Section 117, prior to TRA’86
amendments.
2. Code Sections 117(a) and (b), as
amended by TRA Section 123(a).
3. IRS Notice 87-31,1987-17 I.R.B. 13,
Internal Revenue News Release IR87-55, April 13, 1987.
4. Code Section 152(a).
5. Code Section 152(d); Reg. Sec.
1.152- 1(c) continues to show schol
arships as excluded from determin
ing support.
6. Code Section 151 (d) (2), as amend
ed by TRA Section 103(b).
7. Code Section 63(c) (5), as amended
by TRA Section 102(a).
8. Conference Committee Report No.
99-841, 99th Cong., 2d Sess. 11-17
(1986-3).
9. Code Section 74(b), as amended by
TRA Sections 122(a) (1) (A)-(D).
10. See Note 3.
11. Code Section 1441 (b).
12. See Note 3.
13. Code Section 67, added by TRA
Section 132(a).
14. Code Section 274(n), added by TRA
Section 142(b).
15. Code Section 274(m) (2), added by
TRA Section 142(b).
16. Code Section 163(h), added by TRA
Section 511 (b).
17. Code Sections 163(h) (3) and (h)
(4), added by TRA Section 511 (b).
18. Code Sections 127(a) and (b), as
amended by TRA Section 1162(a).
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The Case for CPE
What Are Clients’ Attitudes?
By Patsy L. Lee and James Sorensen
Editor: Tonya K. Flesher, The University of Mississippi,
University, Mississippi 38677

The discussion of mandatory con
tinuing professional education
(CPE) for certified public account
ants has continued for several years
with increasing intensity as various
states review or consider applicable
laws. While recent studies about
mandatory CPE have been under
taken to ascertain practitioners’
views (Flesher and French, 1987)
and state societies’ opinions (Nix
and Nix, 1987), no definitive study
has been conducted to determine
the opinions of the users of CPAs’
services. While supporters of man
datory CPE might believe that CPE
promotes professional competence
and/or public confidence, there is
no systematic evidence on thetopic.
This lack of evidence, coupled with
regulatory costs and pressures to
reduce regulatory activities, makes
mandatory CPE subject to repeal in
states where it is currently required
by law or removal from legislative
consideration in states without man
datory CPE laws.
The research summarized in this
paper was conducted on behalf of
the Colorado Society of Certified
Public Accountants. While CPE is
currently mandatory in Colorado,
the continuance of the law has been
threatened by recent legislative com
mittee activity. The object of the
research was to survey users of CPA
services to ascertain their opinions
regarding CPE. Meeting the research
objective required formulation of the
survey, identification of the popula
tion, selection of the participants

and analysis of the responses.

Formulation of Survey
The survey contents were deter
mined as a result of discussions with
the Executive Director of the Colo
rado Society of Certified Public Ac
countants. It was concluded that the
research could be achieved with a
few carefully phrased questions us
ing a postcard format. While the
postcard format limited the number
of possible questions, it was believed
that response rates to a shorter sur
vey were likely to exceed those of a
longer one. In addition to the key
questions related to the purpose of
the survey, demographic questions
were included to ascertain charac
teristics of respondents. Each sur
vey was mailed with a cover letter
which detailed thecurrent Colorado
Law on CPE for accountants. This
information was included so each
respondent would have basic knowl
edge about the existing law.

Identification of Population
and Participants
While identifying the population
was straight-forward, selecting the
participants was more difficult. From
the outset, it was known that the
population would be the users of
CPA services. The difficulty came in
trying to access these users. Poten
tially, any business or individual in
the state of Colorado might be iden
tified as a user of CPA services. Yet
mailing a survey to everyone in the

state was impractical and uneco
nomical. Surveying a sample of the
population seemed logical, and the
most direct way to access the users
of CPA services seemed to be
through practicing CPAs.
The sampling plan used began
with a random selection of practi
tioners from the membership rolls of
the Colorado Society of CPAs. Each
selected practitioner was sent a sur
vey packet consisting of ten ques
tionnaires with cover letters and in
formation about the survey. The
practitioners were asked to select a
cross section of their clients and to
forward the questionnaires to them.
By filtering the questionnaires
through practitioners, confidential
ity of the responses was assured;
since the practitioners addressed
and mailed the questionnaires them
selves, they did not have to share
their client lists with the researchers.
A negative aspect of this method
of sampling was the potential for
bias: practitioners might select
clients known to hold specific beliefs
about CPE. This potential was
deemed insignificant compared to
the positive aspects of the sampling
plan.
If practitioners receiving survey
packets did not wish to have their
clients participate, they were asked
to return the questionnaires to the
Colorado Society. Of the 99 practi
tioners selected, six returned the
survey packets. Of the 930 ques
tionnaires sent (93 practitionersfor
warding ten questionnaires each),
348 usable responses were received,
resulting in a 37.4% response rate.

Analysis of Responses
The responses were subjected to
a series of statistical tests. These
tests calculated basic statistics on
each question and allowed evalua
tion of the validity of the survey
instrument. The most significant as
pects of the results are discussed
below.
Research Questions. The primary
research question asked if the respon
dentsagreed that mandatory CPE is
in their best interest as clients.
Seventy-seven percent agreed (57%
strongly), 13% were neutral, and
only 10% disagreed (5% strongly).
This seven-to-one ratio can be seen
as strongly supportive of CPE.
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A follow-up question inquired how
the respondent would answer the
CPE question if the costs of such a
mandatory program were passed on
to clients; 56% still agreed (37%
strongly) that CPE was in their best
interest, 19% were neutral, and 25%
disagreed (16% strongly).
Another key question asked if the
respondents’ level of confidence in
the services performed by their CPA
would change if mandatory CPE
were repealed as a state law.
Twenty-five percent of the clients
surveyed answered that they would
have less confidence in the services
performed by their CPA. Another
32% said they would have the same
level of confidence for a few years,
then would have less confidence.
Only 43% of the respondents indi
cated that they would have the same
level of confidence indefinitely.
The last key question requested
that the respondents indicate what
they would do if their legislator asked
their opinion about CPE. Seventyfour percent answered that they
would encourage support of the cur
rent law, 14% would encourage re
peal, and 12% said they would do
neither.
It can be concluded that the re
sponses to these questions are in
dividually and collectively strongly
supportive of the current CPE law in
Colorado.
Demographic Profile. The partici
pants were asked a series of demo
graphic questions in addition to the
research questions. The first4 ques
tion asked the respondents about
their use of seven professional ac
counting services. Tables present
the answers in two ways: number of
services the respondents used
(Table 1) and percentage of use of
each of the seven services (Table2).

Table 1
Number of Services Used
One Service Only ............... 11%
Two Services .................... 22%
Three Services .................. 28%
Four Services ................... 22%
Five Services ...................... 10%
Six Services ......................... 5%
Seven Services .................... 2%
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Thetown sizes of the primary busi
ness of the respondents were re
ported as less than 25,000, 30%;
25,000-100,000, 19%; and over 100,000, 51%.
The last demographic question
related to average annual fees for
CPA services. Eighteen percent of
the clients responding reported fees
of less than $1,000, 50% reported
fees of $1,000 to $10,000, and 32%
reported fees in excess of $10,000.
Analysis of Those in Favor and
Against CPE. To achieve another
view of the questionnaire results, a
series of tables were created through
a crosstabulation procedure. These
tables are the joint distributions of
groups of two of the survey vari
ables. The following is a discussion
of the results of this procedure.
“CPE in best interest” and “Costs
passed on to clients.” Of the 77%
respondents who believe CPE is in
their best interest, 73% believe CPE
is in their best interest even if costs
are passed along to the client. Of the
approximately 10% who believe CPE
is not in their best interest, most dis
agree with passing along the costs.
“CPE in best interest” and “Con
fidence if law repealed.” Of those
thinking CPEisin their best interest,
almost 70% believe their confidence
would be lowered if the CPE law
were repealed. Of those who dis
agree that CPE is in their best inter
est, over 80% believe their confi
dence would be maintained even if
the law were repealed. Those ex
pressing the latter view, however,
comprised only 10% of the entire
sample.

Table 2
Services Used by Clients

Audit Services
Bookkeeping
Financial Statement
Preparation
Information Systems
Review Services
Tax Return Preparation
and/or Tax Planning
Consulting
(other than above)

Service
Used
Yes No
52% 48%
25% 75%

47% 53%
15% 85%
28% 72%

92%

8%

64% 36%

“CPE in best interest” and “Legis
lator contact.” Of those supporting
CPE, about 94% would encourage
their legislator to continue CPE re
quirements. Of the 13% who would
encourage repeal, 60% feel CPE is
not beneficial to their interests.
“CPE in best interest” and “Num
ber of services.” In general, of those
in favor of CPE, 70% use up to five
services, but the same may be said
for those who oppose CPE. Specifi
cally, there is no association be
tween belief in best interest and the
number of services used.
“CPE in the best interest” and
“Type of practice unit.” Support for
CPE was distributed acrossall types
of practice units: solo practitioner,
local and national firms. Over80% of
users supporting CPE reported us
ing sole practitioners or local firms.
Of the 70 clients with national firms,
almost three-fourths agreed CPE
was in their best interest.
“CPE in best interest” and “Geog
raphy.” No significant relationships
were revealed between the interest
in CPE and either population of the
town or business or region within
the state.
“CPE in best interest” and “Aver
age annual fees.” No pattern was
observed between beliefs for or
against CPE and the client’s average
annual fee. Of those paying less
than $1,000 annually, 75% support
CPE. Of those paying between
$1,000 and $10,000, 80% support
CPE and of those paying over $10,000, 75% support CPE. Opposition
to CPE was spread across all levels
of fees.
“CPE in best interest” and “Writ
ten comments.” Those opposing
CPE were more likely to offer written
comments than those who sup
ported CPE. Of those opposing
CPE, 72% wrote comments, while
only 30% in favor of CPE wrote
comments. The comments were
equally split between negative, posi
tive and neutral tones. Further ex
amination of the comments received
is contained in the following sec
tion.
Written Comments.The question
naire provided space for written
comments. Of the 348 responses re
ceived, 125 included written com
ments. Analysis of the comments
allowed classification into six cate
gories. Thirty-six comments from

respondents were considered posi
tive toward CPE, twenty-five could
be classified as negative, and
twenty-nine as neutral. Of the re
maining 35 comments, 14 were re
lated to CPE costs being passed on
to clients; respondents expressed
the opinion that the costs are in fact
being passed on to clients of CPAs.
Eleven respondents addressed the
quality or quantity of hours required.
Seven indicated the hours should be
decreased, onethatthe hours should
be increased, and three said the
number of hours does not matter if
the topics are not meaningful. The
final group of ten gave comments
that were inconsistent with their
responses to the question of CPE
being in their best interest. Their
written comments were negative, but
nine of them had previously an
swered that they agreed (five strong
ly) that CPE is in their best interest.
(One respondentdid notanswerthe
question at all.)
Other Results. Further analysis
was conducted on the questionnaire
responses. The postmarks of the

responses were noted and a regional
categorization was made. A statisti
cal test was conducted comparing
the regions of respondents to the
regions of the CPAs selected to
receive survey packets, and the re
sults indicate almost identical pro
files. The test run was a chi-square
analysis and the results support the
general applicability of the sampling
results.

Conclusions
Based on the response rate and
the consistency of the support of
CPE as reflected by the responses to
the key research questions, users of
CPA services in Colorado believe
strongly in the importance of CPE.
The demographics of the respond
ents indicate that this support is not
tied with any one segment, but in
stead is widespread. Related statis
tical tests (chi-square tests on sur
vey responses) disclose the repre
sentative quality of the responses
received. All of the evidence ac
cumulated in this project leads the

researchers to conclude that, in
Colorado, those who use the ser
vices of CPAs believe CPE is in their
best interest and that legislation re
quiring mandatory CPE should be
retained, Ω
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Nonbusiness Organizations

Improving County
Accounting
One State’s Experience
By Nita J. Dodson

Editor: Yvonne O. Braune, City of Tacoma, Tacoma, WA 98411

Todd W. White, a writer, walked
into the offices of a Texas county
treasurer early in 1987 expecting to
find “something resembling the ac
counting department of a medium
size company’’ [White, 1987, p. 5].
Confronted instead by a scene “more
closely akin to the offices of Scrooge
and Marley in Dickens’ Christmas
Carol,” he was observing firsthand
the problems faced by smaller coun
ties.
As a result of being forced by
insufficient resources to “handle the
challenges of the 1980s with the
technology of the 1930s” [White, p.
5], the counties, the state, and the
accounting profession in Texas have
joined forces to improve financial
accounting and reporting. A nineyear study of 30 smaller counties
identified successes and failures of
these joint ventures suggesting other
local government units may benefit
from the Texas experience.
The 30 counties comprising the
study were identified as part of a
more extensive research effort be
gun in 1979 and described in Dod
son, 1980. In 1986,30treasurersand
24 auditors (six counties did not
have auditors) from the counties
involved in the original research
were surveyed using mail question
naires. Responses were received
from 24 treasurers (80%) and 18 au
ditors (75%). Personal interviews
were subsequently conducted with
officials in eight of the counties.
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Why County Accounting
Is Where It Is
Accounting and financial manage
mentactivities in Texascountiesare
vested in elected treasurers and, in
some cases, auditors. The treasurer
is the sole accounting and finance
“manager” in many small counties,
butanauditormustbeappointed by
the district judge in counties with
populations exceeding 35,000 or
with tax values greater than $15 mil
lion. (Statutory requirements related
to county offices may be found in
Vernon’s Civil Statutes of the State
of Texas.)
There are no legal stipulations as
to education or experience for elec
tion to county treasurer; indeed,
none of the treasurers recently sur
veyed held college degrees. Audi
tors, required by law to have two
years of unspecified accounting ex
perience, tend to be better educated;
44% of those responding to the ques
tionnaire held college degrees, and
an additional 50% had completed
some college.
Considerable discretion is left to
local officials as to which county
office performs which accounting
and financial managementfunction.
The treasurer and auditor are fre
quently at odds regarding assign
ment of duties within a county.
Among those questioned, 39% of
treasurers and 22% of auditors
agreed with a statement suggesting

they do not work well together.
The Texas Association of County
Auditors and the Texas Association
of County Treasurers assist elected
and appointed officials with initial
training, encourage members to
complete specified hours of continu
ing education yearly, and provide a
network of peers. A decade ago, an
attempt by the two professional as
sociations to develop a financial
management system for the smaller
counties was stymied by lack of
funds, and the project was ultimately
undertaken by the state.
The Office of the Texas Comp
troller of Public Accounts has statu
tory authority to set budgeting, ac
counting, and reporting standards
for Texas counties but made no real
efforts to do so until 1977. At this
time, a manual was compiled, Stand
ard Financial Management System
for Texas Counties (SFMS) [Texas
Comptroller, 1977]. With this man
ual in hand, state personnel pro
vided on-site technical assistance to
officials adopting the state’s simpli
fied financial management system.
This system — one of two outlined in
the manual — allows manual record
ing of transactions in modified cash
receipts and cash disbursements
journals and emphasizes the inclu
sion of budgetary accounts. The
alternative system is a more sophis
ticated “general” system that in
cludes a provision for encum
brances. Current estimates place the
number of SFMS users at 60 even
though implementation is not man
datory. However, there has been no
real attempt by the state either to
measure compliance or to monitor
conformance.
Since 1985, the state has been
forced by fiscal constraints to curtail
technical assistance through on-site
visits to counties. As a substitute, a
toll-free telephone system has been
installed, linking local officials with
the comptroller’s local government
assistance division. State personnel
respond to inquiries, schedule semi
nars throughout the state, and eval
uate budgets and annual reports
submitted voluntarily by the coun
ties. Periodic newsletters include a
series of extensive self-tests which
permit county and city officials to
evaluate financial management prac
tic
es such as budgeting, depository
selection, purchasing, and cash
management.

The accounting profession in gen
eral and some auditing firms in par
ticular bear part of the responsibility
for the nature of Texas counties’
accounting practices. In the 1979
study, it was revealed that a few
counties had received unqualified
audit opinions for financial state
ments that were in clear violation of
generally accepted accounting prin
ciples for governmental entities.
Since officials tended to view the
audit opinions as giving approval to
their accounting and reporting prac
tices, there was little incentive to
change.
Whereas some of the counties in
cluded in the 1979 study were rarely
audited, almost 90% of officials re
cently surveyed indicated theircoun
ties had annual outside audits, and
all of the counties had auditsat least
every three years. Today, some
counties are receiving “reports on
examination” in lieu of unqualified
opinions, an appropriate change
considering the scope of audit work
being done and the condition of the
counties’ records and reports.

Where County Accounting
Is Going
Continued improvement in local
government accounting will require
a combined effort of county and
state officials and accounting pro
fessionals. The public, increasingly
aware of what county government
encompasses, will not accept ac
counting and reporting practices
which are measurably inferior to
those of comparable business organ
izations.
In Texas, local officials and state
personnel are concerned about the
extent to which additional counties
will adopt the state-developed finan
cial management systems without
on-site assistance during the imple
mentation phase. Some current us
ers, who admit they would not have
attempted the conversion without
state personnel close at hand, will
ingly serve as resource persons for
non-implementing counties re-ex
amining the state’s system. Having
adapted the state suggestions to
their particular counties’ needs,
these officials offer firsthand knowl
edge and experience to inquiring
colleagues.
It is difficult (and probably unreal
istic) to assign a more comprehen

sive role to the comptroller’s office
in the immediate future. The staff
—sharply curtailed in size from a
few years ago — is generally evalu
ated highly by county treasurers
and auditors. Approximately twothirds of the officials recently sur
veyed rated the quality of state as
sistance as either “excellent” or
“good.”
The “hotline” manned by the
comptroller’s personnel is conven
ient for local officials whose ques
tions require rapid responses, and
the newsletters are an effective com
munications medium. But, short of
enforcing mandatory compliance
with its accounting and reporting
standards, the state can realistically
expect its influence on local govern
mentaccounting to remain stable, at
best.
Historically, smaller governmental
units have responded best to exter
nal impetusforchange. The increase
in demand for outside audits, forex
ample, is directly attributable to fed
eral mandates regarding revenue
sharing funds. Butadecade of expe
rience with voluntary compliance
provides evidence of counties’ reluc
tance to implement state-developed
financial management systems on
their own. Although the number of
counties employing SFMS has dou
bled since the study began, the ma
jority of smaller counties have failed
to adopt either system. Some offi
cials have developed alternate prac
tices and procedures that enable
their units to meet the comptroller’s
standards, but others ignore the
standards and make no effort to in
stitute practices that would help
them meet the guidelines.
Because of the diversity of the
systems used and the opposition of
some counties to adopt SFMS, au
dits required by federal agenciesare
time-consuming and audit fees may
tend to appear unnecessarily high.
Firms may spend extra time attempt
ing to decipher unfamiliar records
and procedures, find themselves
locked in controversy with the
county judge and commissioners
when their fees are presented, and
then discover they have been “out
bid” for the next year’s audit by a
firm claiming it can perform com
parable work less expensively. As a
result, some accounting firms, dis
tressed by counties which blatantly

“shop”forthe least expensive firm in
order to comply with federal audit
requirements, no longeraccept local
government audits.

Conclusion
Texas’ experience with a statedeveloped system for governmental
unitsdemonstrates the effectiveness
of state innovation and assistance.
Significant changes cannot, and will
not, occur without receptive local
officials and supportive accounting
professionals. Ω
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Manuscript Guidelines
Content
Articles should be relevant to the
field of accounting with focus on
accounting theory and practice, tax
theory and practice, auditing, and
other specialized areas related to
accounting. Most of the articles
should be of broad interest to ac
countants in public practice, indus
try, government, education and other
fields, although some may relate to
specific industries or techniques.
Wanted are more articles of a prac
tical nature that offer guidance in
complex situations, or help resolve
questionsarising in practice or offer
insight to hidden problems. Articles
should be of immediate interest or
applicability although some space is
dedicated to theoretical discussions.

All headings should be flush left
with the margin, with initial capital
letters. Subheadings should be
placed flush left with the margin,
and underscored, with initial capital
letters. If third-level headings are
necessary, they should be indented
the same as a paragraph indent,
underscored, with only the initial let
ter of the first word capitalized, and
followed by a period with the text
following immediately.

Tables and Figures
Each table and figure should
appear on a separate page and bear
an arabic number and a title. A ref
erence should appear in the text for
each table or figure.

Literature Citations

All manuscripts should be typed
on one side of 8½" x 11" paper and
be double-spaced, except for in
dented quotations, footnotes, and
references. As a general rule, manu
scripts should be as concise as the
subject and research method per
mit. Margins should be at least one
inch to facilitate editing.
The cover page should contain
the title and author’s name.
When not in lists, numbers from
one through ten should be spelled
out, except where decimals are used.
All others should be written numeri
cally. The manuscript should be
written in third person and in non
sexist language. Articles by one
author should not employ the edito
rial “we.”
A helpful guide to usage and style
is The Elements of Style by William
Strunk, Jr., and E. B. White. It is pub
lished in paperback by Macmillan
Publishing Co., Inc.

Footnotes should not be used for
literature citations. Instead, the work
should becited by theauthor’s name
and year of publication in the body
of the text in square brackets, e.g.,
[Armstrong, 1977]; [Sprouse and
Moonitz, 1962, p. 2]; [Hendriksen,
1973a]. Citations to institutional
works should employ acronyms or
short titles, where practical, e.g.,
[AAAASOBAT, 1966]; [AICPA Cohen
Commission Report, 1977]; [APB
Opinion No. 15]; [SFAS No. 5]; [ASR
No. 191]. If an author’s name is men
tioned in the text, it need not be
repeated in the citation, e.g., “Arm
strong [1977, p. 40] says . . .”
If a reference has more than three
authors, only the first name and et
al. should appear in the citation. In
the list of references, however, all of
the names must be shown. As indi
cated in the Hendriksen citation,
above, the suffix, a, b, etc., should
follow the year when the reference
list contains more than one work
published by an author in a single
year.
When the manuscript refers to stat
utes, legal treatises or court cases,
citations acceptable in law reviews
should be used.

Length

Footnotes

Manuscripts of 2,000 to 3,000
words (eight to twelve typed pages)
and no more than two tables are a
good length. However, manuscripts
should not exceed 4,000 words ex
clusive of tables or other illustrative
material.

Textual footnotes should be used
for definitions and explanations
whose inclusion in the body of the
manuscript might disrupt the read
ing continuity.
Numerousfootnotesand citations
do not necessarily make for a better
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article and are not an indication of
thorough research.

Reference List
When the manuscript cites other
literature, a list of references to fol
low the text must be included. Each
entry should contain all the data
necessary for identification. Theen
tries should be arranged in alpha
betical order according to the sur
name of the first author. Institutions
under whose auspices one or more
works without authors have been
published should also be shown in
alphabetical order. Multiple works
by the same author(s) should be
listed in chronological order of pub
lication. Samples of entries are:
American Accounting Association, Com
mittee to prepare a Statement of Basic
Accounting Theory, A Statement of
Basic Accounting Theory (1966).

American Institute of Certified Public
Accountants, Report of the Study on
Establishment of Accounting Princi
ples, Establishing Accounting Prin
ciples (1972).
Sprouse, R.T., “Accounting for WhatYou-May-Call-lts,” Journal of Accoun
tancy (August 1966), pp. 45-54.

Submission of Manuscripts
Three copies of each manuscript
should be submitted. Manuscripts
should not be submitted elsewhere.
Previously published materials
should not be submitted.
Manuscripts should be sent to the
Associate Editor, Manuscripts, as
listed on the table of contents of
each issue.
All persons submitting manu
scripts will receive a letter of ac
knowledgement. Manuscripts are
blind refereed and the process takes
one to two months. Authors will be
notified concerning acceptance,
recommended revision, or rejection
of their manuscripts. Manuscripts
will not be returned unless pre
addressed, stamped envelopes ac
company the submissions.
Acceptance rate is approximately
thirty percent. The author(s) of an
accepted manuscript will be asked
to sign a “permission to publish”
form.
The author(s) should include a
brief biographical sketch (60 words
or less) in paragraph form. See any
issue for format. And, please, include
your complete address and tele
phone number.

HOW DO YOU GET
A JOB WITHOUT
EXPERIENCE?
ANDHOWDOYOU
GET EXPERIENCE
WITHOUT A JOB?
Most young people have one
answer to this problem. They avoid
it until they’re out of college. But
they could be getting solid work
experience while they’re still in col
lege. With your company’s help.
And ours.
We’re Co-op Education. A nation
wide program that helps college
students get real jobs for real pay,
while they’re getting an education.
But we can’t do it without you.

Those real jobs have to come from
real companies. Like yours.
For more information on how
you can participate in this valuable
program, write Co-op Education,
Box 775E, Boston, MA 02115.
Not only will you be giving stu
dents a chance to earn money
and pick up the most valuable kind
of knowledge, you’ll be giving
yourselves a chance to pick up the
most valuable kind of employee.

Co-op Education.
You earn a future when you earn a degree.
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Robert Half
rated best by 4 to 1
in an independent
national survey

The percentages reflect only the six major specialists
in financial, accounting and bookkeeping positions.

Personnel directors of a cross-section of large corporations were asked this
question.
“In your opinion, of the personnel recruiters that specialize in financial,
accounting and bookkeeping positions, which one is best?”
The result: Robert Half was rated best by 4 to 1 over the next national
specialist in financial, accounting and bookkeeping personnel.
Next time you're looking for the best accountants, financial services
professionals or bookkeepers, call Robert Half, the specialist rated best by
personnel experts.

© 1987 Robert Half International Inc.
130 offices on three continents.

ROBERT HALF
Where Second Best Is Not Good EnoughSM

